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. . . THE RESULTS justified his judgment, 
and long before the 10 days were up! Letters came 
through faster, they were better looking, right the 
first time—in the mails earlier! In that office The 
DESK TEST proved—just as it will in yours— 
that Easy-Writing Royals save time and money, 
turn out finer typing, more of it, at lower cost. 
Why not let your secretary try a Royal? See for 
yourself! Royal Typewriter Company, Inc., 2 
Park Ave., New York. Factory: Hartford, Conn. 


*GET A 10-DAY DESK TEST FREE! A fact-finding trial ... It costs noth- 
ing, proves everything. Phone your Royal representative for information. 


WORLD'S No. I 
TYPEWRITER 





Copyright 1938, Royal Typewriter Company, Inc. 


GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 
Dept. WC-338, 2 Park Avenue, New York City 
Please deliver an Easy-Writing Royal to my office for a 10-day 


FREE DESK TEST. I understand that this will be done without 
obligation to me. 


Name 





Firm Name 
Street 
City. 
































Cost Control 


Controlling costs is essential to effective man- 
agement, particularly in manufacturing plants. 
Standard costs and standard operations are con- 
trol-instruments that can be used in attaining 
planned results. The course of the American 
Academy of Accountancy on the subject of Cost 
Control is a training in modern effective man- 


agerial use of cost records. 


THE AMERICAN ACADEMY OF ACCOUNTANCY 


EXECUTIVE OFFICES 


720 North Michigan Avenue 
Chicago, Illinois 
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dent university, yet it has a distinctly collegiate 


background. The four men whose names are men- 





tioned on this page compose the Executive Edu- 
cational Committee, which is responsible for I.A.S. 
educational activities and policies, with particular reference 


to text material, research, standards, and technical methods. 


Each of these men has earned recognition as a writer of 
university textbooks. Dean Kimball’s many years as an edu- 
cator at Cornell University, Dr. Galloway's work at New 
York University and as Chairman of the Board of The Ronald 
Press Company, and Dean Madden’s work at New York Uni- 


versity have contributed notably to America’s educational 


graduates of leading resident universities. 
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DEXTER S. KIMBALL, M.E., LL.D., D.Sc. 


Chairman, 1.A.S.; Dean Emeritus, College 
of Engineering, Cornell University; author 
of textbooks on cost accounting and engi- 
neering subjects. 


LEE GALLOWAY, B.Sc., Ph.D. 


Vice-Chairman, 1.A.S.; Former Chairman, 
The Ronald Press Company; Former Direc- 
tor, Department of Management, New York 
University. 


JOHN T. MADDEN, B.C.S., A.M., C.P.A. 


President, 1.A.S.; Dean, School of Com- 
merce, Accounts and Finance, New York 
University; Former President, American As- 
sociation of University Instructors in 
Accounting. 


STEPHEN GILMAN, B.Sc., C.P.A. 


Vice-President and Educational Director, 
1.A.S.; author of ‘Analyzing Financial 
Statements’ and numerous technical ar- 


ticles on accounting. 
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program during the years of greatest development in the schools-of-commerce field. 


And among the forty members of the Advisory Board whose co-operation with I.A.S. text- 
writers has helped to bring about the thoroughness and up-to-dateness of 1.A.S. training, are ten 


present or former deans, professors, and lecturers at resident universities. 


I.A.S. does not regard itself as being directly in competition with resident universities. 
Rather, the purpose of this message is to point out that, for the man who for one reason or 
another does not go to college, there is offered a home-study training program which has behind 
it the combined abilities of men whose contributions to the field of collegiate training are 


sufficiently noteworthy to merit special recognition. Incidentally many of our subscribers are 


Descriptive literature is available, without cost or obligation, for distribution to those who 


would like information regarding I.A.S. training for beginners or advanced students. Address 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 
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Lditortal Comment 


(; ROWTH of membership in The Controllers Insti- 
tute of America is proceeding at a conservative, 
yet healthy, pace. Each month the Divisional Con- 
trols mark this spirit of progress by introducing to 
the Admissions’ Committee a group of names in 
keeping with the standards of acceptability fixed by 
the National Board. What are the standards? Con- 
trollers who by educational qualifications and busi- 
ness responsibilities are capable of making a contri- 
bution to the thought and practice of controllership 
constitute the membership of The Institute, and fu- 
ture membership objectives will be achieved by ob- 
taining the confidence of men with equal rating. 
The policy of selectivity is thereby imposed. 
“Select” as defined by Webster in the sense that 
special care and discrimination are used does not 
imply that an air of snobbishness need prevail in 
the building of prestige and organization. The state- 
ment that ‘professional life makes the mind clear 
but narrow” finds no place among controllers who, 
having judgment based upon knowledge of many 
subjects, are called upon to deal with an ever-chang- 
ing variety of business questions. Controllers invite 
the association and advice of men who think and act 
on these same questions, and in this spirit The In- 
stitute was conceived “to advance the interests and 
welfare of controllers.” If The Controllers Institute 


adheres to this policy it will never be measured by 
the number of names on its membership rolls. Its 
value and influence will be gauged rather by the pro- 
fessional and executive standing of those names. 

Formation and development of The Institute con- 
stitute one of the more significant and important ad- 
vances in the business and economic life of this 
country in many years. On one count alone the 
organization has justified itself many times over, 
namely, by making it possible for men in controller- 
ship position to exchange views with respect to the 
proper handling of the many new tasks which have 
devolved upon them. 

Controllership followed as a career takes the mind 
out of the narrow grooves of specialization and 
tends to develop capacity to judge wide data. Few 
phases of professional life embrace so many prob- 
lems or require so broad a view of affairs in general, 
because controllership constitutes the fulfillment of 
a substantial business career. A group of men with 
such ideals, tempered by the practicality and wisdom 
of business experience, represent a unity of interest 
and an intellectual force in our national life. Their 
allegiance and support will long be the emblem of 
The Controllers Institute. 


H. C. Perry, 
President, Controllers Institute of America. 
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Attitude of Courts toward Government’s 


Powers To Levy and Collect Taxes 


Important Changes Took Place in 1937—Basic Court Decisions Affecting 
Taxation, Especially in Cases Affecting Petroleum Industry, Reviewed by 
Controller of Standard Oil Company of Louistana—Paper by F. P. HAGAMAN. 


HE paper that follows presents 
many interesting phases of taxa- 
tion problems, both federal and state, 
many of which affect the petroleum in- 
dustry. It was presented by Mr. F. P. 
HAGAMAN, controller of the Standard 
Oil Company of Louisiana, at the joint 
annual meeting of the Standing Com- 
mittee on State and Local Taxation 
and the Standing Committee on Fed- 
eral Income and Excise Taxation, of 
the Mid-Continent Oil & Gas Assocta- 
tion, at Dallas on December 3, 1937. 
Many of the points raised and cases 
decided are applicable to other types 

of business and industry. 

—THE EDITor. 


The year 1937 has seen important 
changes in the attitude of our courts 
toward the powers of state and fed- 
eral governments to levy and collect 
taxes. Although in some cases inter- 
pretations of tax laws have been 
clarified in favor of the taxpayer, a 
broad survey of the more important 
decisions indicates that the trend is 
definitely toward extension of taxing 
powers of government at the ex- 
pense of what most of us had come 
to regard as our vested constitutional 
rights. Former concepts of “due 
process,” “equal protection,” and 
“burdens on interstate commerce” 
must be revised and limited in the 
light of the apparent tendency of the 
courts to restrict the application of 
these constitutional guarantees where 
they threaten serious interference 
with powers of federal and state gov- 
ernments to tax. 

Prominent among those recent de- 
cisions which shed new light on the 
“due process” clause of the Fifth 
Amendment of the Federal Constitu- 
tion were the cases of Anniston 
Manufacturing Company v. Davis, 


81 L. Ed. 722, holding the restric- 
tions placed by Title VII of the Rev- 
enue Act of 1936 upon recovery of 
taxes paid under the invalidated 
Agricultural Adjustment Act did 
not violate that constitutional pro- 
vision, and the case of White Pack- 
ing Company v. Robertson, 89 F. (2d) 
775, upholding the constitutionality 
of the so-called ‘windfall tax” on 
unjust enrichment in connection 
with refunds of processing taxes. 


TAXPAYER'S RIGHTS Not DESTROYED, 
Says COURT 

In the former case, sections 901- 
917 of the Revenue Act of 1936, pre- 
scribing procedure for recovery of 
amounts collected under the Agri- 
cultural Adjustment Act, were at- 
tacked on the ground that they de- 
stroyed the taxpayer's vested right to 
recover taxes which had been col- 
lected from it under an unconstitu- 
tional statute which had been de- 
clared void by the Supreme Court in 
the case of United States v. Butler, 
80 L. Ed. 396. The taxpayer further 
claimed that the administrative pro- 
cedure prescribed by the 1936 Act, 
requiring proof that claimant had 
borne the burden of the tax, was an 
impossible condition which in its 
case could not possibly be met. The 
Supreme Court in overruling the tax- 
payer’s contention held that its 
“vested rights’ under the Fifth 
Amendment had not been destroyed 
by the new administrative procedure 
which substituted an ‘adequate and 
fair remedy.” Citing the case of 
United States v. Jefferson Electric 
Company (291 U. S. 386), the court 
held the requirement that the tax- 
payer prove it had borne the burden 
of the tax in order to secure refund 
was reasonable. The court did not 


pass directly on the question of 
whether refund could be withheld 
where taxpayer bore the burden of 
the tax but could not definitely prove 
it, but intimated that in such case the 
administrative board of review 
should consider all the facts, and 
that since its findings were subject to 
review by the Court of Appeals and 
on certiorari by the Supreme Court, 
the taxpayers’ rights were fully pro- 
tected. 

Mr. Justice McReynolds dissented, 
and Mr. Justices Stone and Cardozo, 
in concurring opinions, reserved 
their vote as to constitutional or stat- 
utory rights of the taxpayer in the 
event it should be impossible for him 
to ascertain whether or not there had 
been a shifting of the tax to his 
vendees. 


WINDFALL TAx UPHELD 

The Circuit Court of Appeals for 
the Fourth Circuit, in the case of 
White Packing Company v. Robert- 
son, affirmed the decision of the Dis- 
trict Court in dismissing appellants 
suit to enjoin the Collector of In- 
ternal Revenue for the North Caro- 
lina district from proceeding under 
Title III of the Revenue Act of 1936 
to collect from it the so-called “wind- 
fall tax.” That section levied tax of 
80 per cent. on the income of tax- 
payers who have shifted to others the 
burden of processing taxes imposed 
upon them, which they have been re- 
funded or relieved from the neces- 
sity of paying. 

The statute was attacked on four 
distinct grounds: (1) that it is an 
attempt to nullify the decision in 
Butler v. United States, and _ the 
rights vested in plaintiff under that 
decision; (2) that it makes abitrary 
and unreasonable classification with 
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respect to the income taxed; (3) that 
it imposes a retroactive penalty, or 
at best a retroactive excise tax; and 
(4) that it is arbitrary and unreason- 
able with respect to the basis of im- 
position and the return required of 
the taxpayer. 

The court in overruling appel- 
lant’s contentions held (1) that the 
statute imposed a legitimate tax; (2) 
that the classification was reasonable 
and the motives of Congress in levy- 
ing a constitutional tax would not be 
inquired into; (3) that the levy was 
an excise tax and not a penalty, and 
that the period over which retroac- 
tive effect was given was not so long 
or unreasonable as to render it in- 
valid; and (4) that the basis of the 
tax (excess of margin of profit over 
average for preceding six-year pe- 
riod) was not so arbitrary or capri- 
cious as to violate the “due process” 
clause of the Fifth Amendment. 

The taxpayer, a small packing 
company, had paid into the registry 
of the court, processing taxes 
amounting to $34,190.49, which 
were refunded to it after the Agri- 
cultural Adjustment Act was de- 
clared unconstitutional, and_ it 
claimed that compilation of informa- 
tion required by the return pre- 
scribed by Title III of the Revenue 
Act of 1936 would have necessitated 
the examination and analysis of from 
600,000 to 650,000 invoices at a cost 


of between $7,500 and $10,000. 

BusINEss Must Pass TAXES ON 

TO CUSTOMERS 

These two decisions are referred 
to in this paper, not for the interest 
which the subject matter has for the 
oil industry, which was affected only 
indirectly by the taxes levied under 
the Agricultural Adjustment Act, 
but for the principle involved which 
should be of interest to every tax- 
payer. Every business must pass on 
to its customers either directly or in- 
directly, all taxes which are imposed 
upon it if it is to operate at a profit. 
The extent to which those taxes are 
shifted by the merchant or manufac- 
turer to his vendees is in most cases 
difficult if not impossible to ascer- 
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tain. The device of retaining taxes 
unconstitutionally levied and illegally 
collected by placing upon the taxpayer 
the burden of proving he has not 
shifted them to his vendees is a very 
practical means of avoiding the limi- 
tations of the “due process” clause of 
the Federal Constitution. 

Refund is limited under Title III 
of the Revenue Act of 1936 to the 
person or corporation which paid the 
tax to the government, and if it is im- 
possible for the taxpayer to prove 
that the tax has not been shifted, 
either directly or indirectly, to his 
vendees, no refund at all may be se- 
cured. Furthermore, those who had 
sought to protect their interests by 
injunction suits to restrain collec- 
tion of the tax find themselves faced 
with the necessity of proving they 
have absorbed the tax originally or 
of paying a “windfall tax” of eighty 
per cent. of the tax which has been 
abated. Thus Congress has levied an 
exaction which was held in the case 
of United States v. Butler, to be not 
a tax at all but an unconstitutional 
attempt to regulate agriculture 
within the states, and yet for all 
practical purposes has denied refund 
of these illegal exactions through 
imposition of conditions which are 
beyond the power of most taxpayers 
to meet. How far this precedent may 
be followed or extended in the fu- 
ture it is impossible to predict, but 
it, at least, has dangerous possibil- 
ities, and we may only hope such 
procedure will not become general. 


DECISION IN CHAIN STORE CASES 


Another interesting decision of 
the United States Supreme Court, 
which opened new fields for taxa- 
tion, was that of Great Atlantic and 
Pacific Tea Company v. Grosjean, 81 
L. Ed. 735. This decision held that 
the Louisiana chain store tax, which 
was graduated from $10 per store 
for each store under ten to $550 per 
store for chains operating more than 
500 stores, did not violate the Four- 
teenth Amendment to the Constitu- 
tion of the United States by denying 
“equal protection” of the law or by 
taking property without “due proc- 
ess of law.” The contested provision 
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of the law was that section which 
provided that the tax “shall be 
based on the number of stores or 
mercantile establishments included 
under the same general management, 
supervision, ownership, or control, 
whether operated in this state or not.” 

The Great Atlantic and Pacific Tea 
Company is an Arizona corporation 
owning, operating and controlling 
15,082 stores in the United States, 
Canada and elsewhere, 106 of which 
are in Louisiana. It attacked the con- 
stitutionality of the Louisiana chain 
store tax on the ground that it dis- 
criminated arbitrarily in favor of lo- 
cal as against national chains in the 
attempt to tax property and activ- 
ities which are beyond the state’s 
jurisdiction. In support of its argu- 
ment the appellants pointed out that 
the H. G. Hill Stores, Incorporated, 
a Louisiana corporation, operated 92 
stores in the state as compared with 
106 operated by A. & P., but that 
the former was taxed at the rate of 
$30 per store under the Act as com- 
pared with $550 per store assessable 
against A. & P. 

The court held that since the pur- 
chasing power and competitive ad- 
vantage of chain stores were deter- 
mined by the total number of stores 
operated, the inclusion of stores out- 
side the state in the basis of the tax 
was not arbitrary or unreasonable. It 
held further that the tax for the 
exercise of the privilege of doing busi- 
ness was an excise and not a prop- 
erty tax, and that the State of Louisi- 
ana could value this privilege by 
taking into consideration its actual 
value, which in this case was rela- 
tively in proportion to the total num- 
ber of stores operated. Furthermore, 
the court stated that its decision 
might be based upon the exercise of 
the state’s police power alone, since 
“in the exercise of its police power 
the state may forbid, as inimical to 
the public welfare the prosecution of 
a particular type of business, or reg- 
ulate a business in such manner as to 
abate evils deemed to arise from its 
pursuit.” This decision recognizing 
the power of each state in which a 
chain store does business to tax it in 











66 


proportion to the total number of 
stores operated, gives the states 
either individually or collectively the 
power to “equalize” competition of 
chain stores to an almost unlimited 
extent. It should be of particular in- 
terest to the oil industry in view of 
the holding of the Supreme Court 
in the case of Fox v. Standard Oil 
Company (New Jersey), 294 U. S. 
87, that gasoline filling stations and 
distribution plants are chain stores 
within the meaning of the West Vir- 
ginia chain store tax law. 


TEXAS CHAIN STORE TAX UPHELD 


The Texas Supreme Court on 
Wednesday of this week upheld the 
validity of the chain store tax act of 
the first called session of the Forty- 
fourth Legislature, which levies a 
graduated tax on the number of 
stores operated in Texas by the same 
management and control. It refused 
to strike down the law because of al- 
leged exemptions or discriminations. 
The court found that they do not 
constitute discrimination but follow 
the definite classes of business as the 
stores grow more numerous and 
business methods change. Unless 
overruled by the United States 
Supreme Court, Wednesday's deci- 
sion is a landmark in Texas tax de- 
cisions and paves the way for tax 
departures in future legislative acts. 


“Use Tax” A New DEVELOPMENT 

A comparatively new development 
in state taxation is the “use tax” 
pioneered by California and Wash- 
ington which appears to be spread- 
ing to other states. This tax, de- 
signed to supplement state retail 
sales taxes, is levied upon merchan- 
dise purchased from outside the state 
but used or consumed within the 
state. State retail sales taxes on such 
purchases have been held invalid as 
“burden on interstate commerce” 
since the sales are consummated and 
title passes outside the taxing juris- 
diction. In the case of Henneford v. 
Silas Mason Company, 57 S. Ct. 524, 
the United States Supreme Court 
upheld the constitutionality of the 
tax levied by the State of Washing- 
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ton on the use of machinery, ma- 
terials and supplies in the construc- 
tion of the Grand Coulee Dam in 
that state, which were purchased by 
the contractor outside the state. 

The Washington statute was as- 
sailed as a violation of the “com- 
merce clause’ (Article I, Section 8 
of the Constitution of the United 
States). It was in the nature of a 
“compensating tax’ and was collect- 
ible only if the sale of the property 
was not taxed to the extent of 2 per 
cent. of the retail sales price by the 
State of Washington or any other 
state. The court held ‘‘the tax is not 
upon the operations of interstate 
commerce, but upon the privilege of 
use after commerce is at an end.” It 
further held that “the tax upon the use 
after the property is at rest is not so 
measured or conditioned as to ham- 
per the transactions of interstate 
commerce or discriminate against 
them.” 

The application of the California 
use tax was held not to apply to ma- 
terial and equipment used within 
that state in the conduct of inter- 
state commerce in the recent deci- 
sions of the United States District 
Court for the Northern District of 
California in the cases of Southern 
Pacific Company v. Corbett, et al., 
and Pacific Telephone & Telegraph 
Company v. Corbett, et al. 

The “use tax’ promises to be a 
generally effective supplement to the 
retail sales tax avoiding loss of rev- 
enue from sales consummated out- 
side the state and extending the 
state’s jurisdiction to tax materials 
and supplies used or consumed 
within its borders, regardless of 
where they were purchased and re- 
gardless of whether the transaction 
by which title passed was one in in- 
terstate commerce. The question as 
to whether this tax may apply as 
well to articles which have already 
been subjected to sales tax in another 
jurisdiction as to those not so bur- 
dened has not been decided, but 
from the language of the courts in 
the decisions hereinbefore referred 
to there seems to be little hope that 
the scope of the tax may be so 
limited. 


TAX ON PIPE LINE TRANSPORTATION 
Two recent U. S. District Court 
decisions relative to interpretation of 
Section 731(a) of the Revenue Act 
of 1932 and regulations issued in 
connection with the Federal Pipe 
Line Transportation Tax have tended 
to broaden the term “‘transportion of 
crude petroleum and its products by 
pipe line’’ as generally understood 
by the oil industry. In the case of 
Mohawk Petroleum Company _v. 
Lewis, an action was brought by the 
taxpayer to recover excise taxes 
levied and paid upon the transporta- 
tion of crude oil by pipe line from 
certain of its leases’ flow tanks to its 
Fruitvale refinery storage tanks. 
Plaintiff's Red Ribbon lease, which 
was one quarter of a mile wide by 
half a mile long, contained half a 
dozen oil wells each of which had a 
flow tank situated next to it into 
which the oil from the well flowed 
and was measured and tested to de- 
termine amount of royalty due the 
lessor. The plaintiff's refinery was 
immediately adjoining this lease, and 
between the refinery and the wells 
were its refinery storage tanks. The 
crude oil was transported by pipe 
line from the flow tanks to the re- 
finery storage tanks, a distance of 
from one-quarter to one-half mile. 
Plaintiff relied upon the case of 
Alexander v. The Carter Oil Com- 
pany, 53 F.(2d) 964, in which it was 
held that movement of crude oil 
from wells to storage tanks as far as 
twelve miles away was not “trans- 
portation of crude oil by pipe line” 
within the meaning of Section 
731(a) of the Revenue Act of 1932 
and Section 26 of Regulations 42. 
The court in distinguishing this 
case from the Carter Oil Company 
case pointed out that it was settled 
by the courts and the Treasury De- 
partment that it was the intent of 
Congress to tax transportation of oil 
“only where it is primarily inde- 
pendent of a related business trans- 
acted by the carrier.” It is conceded 
that transportation “incidental to 
production” and “transportation in- 
cidental to refining” of crude oil are 
not taxable. The court found here, 
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however, that the lines from the stor- 
age tanks to refinery were “inci- 
dental to refining operations” and 
movements through them were not 
taxable, but that the lines from the 
flow tanks in the field to the refinery 
storage tanks constituted “gathering 
lines’ and that transportation of oil 
through them was subject to tax. 
The taxable movement here was held 
to have been that between the point 
at which the movement incident to 
the production operation ceased and 
that at which the movement incident 
to the refining operation began. The 
court laid down the principle that 
the distance traversed has no bear- 
ing upon the taxability of the move- 
ment where more than one phase of 
activity is involved. Thus it upheld 
the imposition of the tax here on 
the movement from producer’s flow 
tanks to refinery storage tanks, a dis- 
tance of less than one-half mile, 
while citing with approval the ex- 
emption of movements from wells to 
flow tanks, a distance of 12 miles, in 
The Carter Oil Company case. 

In a brief opinion in the case of 
Pan American Petroleum Corpora- 
tion v. Fontenot, the U. S. District 
Court for the Eastern District of 
Louisiana held the movement of 
petroleum and its products from the 
plaintiff's refinery storage to vessels 
at its wharf constituted taxable move- 
ments. The court said in part, “It is 
immaterial to a decision of this case 
that the pipe lines through which the 
oil was transported were privately 
owned and were situated on plain- 
tiff's property; the ownership of the 
petroleum and its products trans- 
ported by pipe lines is likewise im- 
material.”” The court in its decision 
did not comment on the length of 
the movement, and the decision, if 
strictly interpreted, would seem to 
render taxable a movement from 
shore tanks into ships, or even from 
loading racks into tank cars at the 
refinery, a technical construction en- 
tirely beyond the general conception 
of the term “transportation by pipe 
line.” Judge Borah has, I under- 


stand, granted a new trial in the Pan 
American case. 





PERCENTAGE DEPLETION 
DEDUCTION 


Further light has been shed on the 
percentage depletion deduction in 
computation of federal income taxes 
by the interesting case of Perkins, 
et al., v. Thomas, 81 L. Ed. 870, in 
which the United States Supreme 
Court affirmed the decision of the 
Circuit Court of Appeals for the 
Fifth Circuit (86 Fed.(2d) 954) 
which had affirmed in part and re- 
versed in part the District Court de- 
cision reported at 15 Fed. Supp. 356. 
The case involved an assignment of 
oil and gas leases on undeveloped 
lands in Texas, by the terms of which 
“in consideration of Ten Dollars 
($10.00) cash....and of the 
further sum of Three Hundred Nine- 
ty-Five Thousand Dollars ($395,- 
000.00), to be paid out of the oil pro- 
duced and saved from the... . 
lands, and to be one-fourth of all the 
oil produced and saved... . until 
the full sum.:.. is paid, we 
. ... do hereby bargain, sell, trans- 
fer, assign and convey all our rights, 
title, and interest in and to said leases 
and rights thereunder.” 

At the time of the assignment 
there was paid $105,000 in cash and 
$50,000 in notes. The assignment 
further provided that it was under- 
stood and agreed that the $395,000 
“is payable out of oil only, if, as and 
when produced from said lands 
above described, and said oil pay- 
ment does not constitute and shall 
not be a personal obligation of the 
assignee, its successors or assigns. 
.... The oil payment... . shall 
bear none of the expenses of the de- 
velopment of said leases or any other 
burden.” 

The assignee, Perkins, drilled wells 
on the leased lands and in 1933 pro- 
duced oil. The pipe line companies 
which purchased the oil remitted 
separately to the assignees, assignors 
and royalty owners. The assignees 
took up in their income only the 
amounts received by them for their 
portion of the production, but the 
Commissioner charged the amounts 
received by the assignors to the as- 
signees and allowed them percentage 
depletion thereon. 
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The question before the court was 
whether the amounts paid by the 
purchasers of the oil to the assignors 
pursuant to the assignment agree- 
ment were properly included in the 
gross income of the assignees, or 
whether they were taxable to the as- 
signors. The court held that regard- 
less of the technical title to the oil in 
the ground, by the terms of the as- 
signment the oil produced belonged 
to the assignors and assignees in the 
proportions indicated therein, and 
that the contingent payments to the 
assignors out of the oil produced 
were taxable income to them and not 
to the assignees. Citing the cases of 
Palmer v. Bender (287 U. S. 551) 
and Helvering v. Twin Bell Oil Syn- 
dicate (293 U. S. 312), the court 
held the assignor entitled to per- 
centage depletion on the oil pay- 
ments which he received from his 
share of the oil produced on the 
leases according to the assignment 
agreement, and the assignee entitled 
to percentage depletion on only the 
portion which he was entitled to re- 
tain. In other words, the case was 
decided on the principle that regard- 
less of legal title to the oil in place, 
the income from the property was 
taxable to the parties and percentage 
depletion allowable to them in pro- 
portion to their respective economic 
interests in the production from the 
leases which were assigned. Mr. 
Justice Stone and Mr. Justice Car- 
dozo dissented on the ground that 
the entire production was income to 
the assignee as owner of the property 
regardless of the fact that he had 
agreed to apply part of the produc- 
tion to the purchase price of the lease 
and had given an equitable lien to 
secure the payment. 

The United States Circuit Court of 
Appeals for the Ninth Circuit, re- 
viewing an order of the Board of 
Tax Appeals, in the case of Bankline 
Oil Company v. Commissioner, set 
out in its decision two important 
legal points. The petitioner appealed 
from the Board’s decision on the 
ground that it should have been al- 
lowed exemption in the year 1930 
for all income derived from tide 
lands in Santa Barbara County, 
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which were leased from the State of 
California for the purpose of pro- 
ducing oil and gas therefrom, and 
also for the reason that the Board 
refused to allow it deductions for 
the years 1927, 1928 and 1930 to 
which it claims to be entitled because 
of depletion on its “‘casinghead gaso- 
line contracts.” As to the first point, 
the court, in overruling the taxpay- 
er’s contention, made the following 
comments: 


TENANT LIABLE TO TAXATION 


“We do not undertake to say 
whether or not the state is acting in 
a governmental or proprietary capac- 
ity in thus utilizing state lands. 
What we do hold is that the tenant 
who had procured a lease upon such 
lands for his own profit is liable to 
taxation upon the net income which 
he derives therefrom, notwith- 
standing the fact that his tax liabil- 
ity may tend in some degree to re- 
duce the sum which would otherwise 
be paid to the state as consideration 
for the tease. . . ... We think this 
case may be distinguished from Bur- 
net v. Coronado Oil & Gas Com- 
pany, 285 U. S. 393, on the ground 
that in that case the land and the oil 
content thereof had been dedicated 
by the Federal Government for 
school purposes, and that the lessee 
of this land was in effect an agent of 
the state in applying the proceeds 
derived from such land to school 
purposes, while in the case at bar 
there is no restriction upon the right 
of the state to the use of the moneys 
derived from the oil lands.” 

The “casinghead contracts’ on 
which petitioner claimed depletion 
allowance provided that petitioner 
was entitled to receive for purpose of 
extracting gasoline therefrom all the 
gas produced on the properties of 
the producers covered by the agree- 
ments. Petitioner agreed to install 
and maintain all pipe lines and con- 
nections from the casingheads or gas 
traps on the producer’s premises to 
its gasoline plants, and to pay the 
producers thirty-three and one-third 
per cent. of the total gross proceeds 
derived from the sale of gasoline ex- 
tracted from the wet gas, or at the 


The Controller, March, 1938 


producer's option thirty-three and 
one-third per cent. of the gasoline 
extracted. The producers were en- 
titled to the dry gas remaining after 
deduction of a certain percentage for 
waste and that required by petitioner 
for use in its plant operations. Peti- 
tioner cited and relied on the case of 
Signal Gasoline Corporation v. Com- 
missioner, 66 F.(2d) 886, in which 
it was held that taxpayer who had a 
right to wet gas produced from oil 
or gas producing properties had an 
“economic interest in the oil in place 
entitling it to a depletion allow- 
ance.” 

The Commissioner attempted to 
distinguish that case from the instant 
case on the ground that in the Signal 
Gasoline Corporation case valuable 
consideration was paid for the con- 
tracts, while here no payment was 
made. The court quoted with ap- 
proval from the decision of the 
Board of Tax appeals in the Signal 
Gasoline Corporation case what it 
considered to be the correct rule. 
That rule is “that for the purpose of 
determining the depletion allowance 
the gross income from the oil prop- 
erty of the manufacturer who pro- 
duced gasoline from the wet gas was 
the difference between the market 
value of the wet gas delivered to it 
less the amount the manufacturer 
had agreed to pay for it.” The evi- 
dence in the instant case showed that 
whereas the royalty rate of 33144% 
generally prevailed at the time peti- 
tioner’s contracts were made, they 
had increased to 3714%, 40%, and 
45%, and even up to 50% at the 
time of the taxable years in question. 
The Board of Tax Appeals had er- 
roneously held that wet gas “‘as it 
flows from the earth is not a salable 
commodity.” The court said that 
merely because wet gas is usually 
sold to manufacturers under royalty 
agreements it does not follow that 
it does not have a market value. The 
case was remanded to the Board on 
this point with instructions to re- 
ceive such additional evidence as it 
might require to enable it to fix the 
market value of the wet gas acquired 
under the petitioner’s contracts for 
comparison with its cost to form the 


basis for computation of percentage 
depletion allowable thereon. 

Writs of certiorari have been 
granted by the Supreme Court to 
both the petitioner and the Commis- 
sioner, and both of the principal 
legal points involved in the decision 
will therefore be reviewed. 


WHAT ARE EsSENTIAL GOVERNMENT 
FUNCTIONS ? 

A decision of considerable impor- 
tance for its bearing on federal ex- 
cise taxes was that of Brush v. Com- 
missioner, 81 L. Ed. 735, in which 
the Supreme Court held that the Wa- 
ter Department of the City of New 
York was engaged in the perform- 
ance of “essential governmental 
functions” and that its employees 
were not subject to federal income 
taxes. Although the court confined 
its decision to the immediate issues 
before it, some of its comments and 
dicta indicate that other departments 
of municipal operations might be 
considered as performing ‘essential 
governmental functions.” The fol- 
lowing comments in particular are of 
interest : ; 
~ “We conclude that the acquisition 
and distribution of a supply of water 
for the needs of the modern city in- 
volve the exercise of essential gov- 
ernmental functions, and this con- 
clusion is fortified by a consideration 
of the public uses to which the water 
is put. Without such a supply, pub- 
lic schools, public sewers so neces- 
sary to preserve health, fire depart- 
ments, street sprinkling and cleaning, 
public buildings, parks, playgrounds, 
and public baths could not exist. 
... . Certainly the maintenance of 
public schools, a fire department, a 
system of sewers, parks and _ public 
buildings, to say nothing of other 
public facilities and uses, calls for 
the exercise of governmental func- 
re It may be as it is sug- 
gested, that private corporations 
would be able and willing to under- 
take to provide a supply of water for 
all purposes, but if the State and 
City of New York be of opinion, as 
they evidently are, that the service 
should not be entrusted to private 
hands, but should be rendered by the 
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city itself as an appropriate means of 
discharging its duty to protect the 
health, safety and lives of its in- 
habitants, we do not doubt that it 
may do so in the exercise of its es- 
sential governmental functions.” 

The determination of what de- 
partments of state or municipal gov- 
ernments are engaged in the per- 
formance of “essential governmental 
functions” and are entitled to ex- 
emption from federal taxation on 
that account has been a constant 
source of uncertainty in the admin- 
istration of federal excise taxes. The 
Revenue Act of 1935 relieved this 
confusion to some extent by allow- 
ing exemption on purchases by states 
and political subdivisions ‘‘for their 
exclusive use.” However, most oil 
companies have unaudited or unset- 
tled returns extending beyond Octo- 
ber 1, 1935, the effective date of the 
1935 revision, and the Brush deci- 
sion has broadened somewhat the 
scope of functions for which exemp- 
tion is allowable. Under this decision 
it appears that municipal water 
plants are entitled to the exemptions, 
and from the court’s language it 
seems that municipal parks and play- 
grounds would also be considered 
exempt, although the Bureau has 
consistently ruled such functions 
were proprietary. The court refused 
to lay down any general test as to 
what constitutes essential govern- 
mental functions, and confined itself 
to consideration of the facts in the 
case at issue, indicating that any fu- 
ture cases would be judged on the 
facts in the same manner. 


STATUTE OF LIMITATIONS BARS 
T. D. 4422 

In the case of Sample-Durick Co., 
Inc. v. Commissioner, 35 BTA 1186, 
decided by the Board of Tax Appeals 
May 13, 1937, the first decision rela- 
tive to depreciation schedules under 
Treasury Decision No. 4422 which 
has come to my attention, it was held 
that adjustment of depreciation re- 
serves under the requirements of 
T. D. 4422 may not be applied retro- 
actively to taxable years for which 
additional assessments are barred by 





The Controller, March, 1938 


the statute of limitations. The Board 
said in part: 

“This allowance is for the purpose 
of correctly reflecting a taxpayer’s 
net income, and if the depreciation 
allowance properly reflects net in- 
come or net loss under the known 
facts for the taxable year, the deduc- 
tion should stand. Facts that are subse- 
quently developed should be reflected 
in the allowances for subsequent years, 
but they should have no retroactive 
force or effect.” 

The effect of this decision is to re- 
quire that adjustments of deprecia- 
tion allowances, like adjustments of 
depletion estimates, be made pro- 
spectively rather than _ retroactively. 
In the present case, of course, the 
element of estoppel entered the pic- 
ture, since additional assessments for 
the years sought to be adjusted were 
barred by the statute of limitations. 
How far this principle will be ap- 
plied in the case of taxable years still 
open does not appear from the de- 
cision, but if the taxpayer is to be 
denied the right to adjust erroneous 
depreciation calculations for past 
years, it seems that in all equity the 
Bureau should be held to the same 
limitation, which would in effect 
prevent any retroactive adjustments 
and require all such adjustments to 
be made over the remaining life of 
the depreciable property. 

A further clarification of the lan- 
guage of the Sample-Durick case will 
be of interest to those of us who 
have struggled with the compilation 
of detailed estimates of remaining 
useful lives of depreciable property 
under T. D. 4422 and who have, on 
occasion, wondered whether or not 
we would be held strictly to com- 
putation of depreciation on “‘fore- 
sight basis” or whether we, as well as 
the Bureau, would be entitled to use 
such reasonable “hindsight” as is 
justified in the light of circumstances 
developing after the filing of the re- 
turns but before the running of the 
statute of limitations. I have always 
felt that depreciation allowances 
were more or less tentative until the 
returns were closed with the Bureau 
and that effect might be given retro- 
actively to developments occurring 
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after the filing of the returns which 
bring to light substantial errors in 
depreciation computations so long as 
closed years were not involved. 
Whether the application of the 
principle laid down in the Sample- 
Durick case will be extended to such 
a situation remains to be seen. 


SALE AS CLOSED TRANSACTION 


The decision of the United States 
District Court for the Southern Dis- 
trict of New York in the case of 
Mann, et al. v. Anderson, involves an 
interesting point of law. In that case 
the taxpayer filed a claim for refund 
of federal income taxes for the year 
1929 on the ground that a sale of 
property which had been in con- 
troversy with the Bureau for more 
than two years had been completed 
in the year 1930 instead of in the 
year 1929. The court held that the 
taxpayer was estopped to recover on 
his claim for the reason that he had 
consistently treated the transaction 
as Closed in 1929 and had filed his re- 
fund claim only sixteen days before 
assessment for the year 1930 became 
barred by the statute of limitations. 
It was held, however, that since the 
transaction was really completed in 
1930, the taxpayer was entitled to in- 
terest on the tax paid on the sale 
from March 15, 1930, the date the 
1929 tax was paid, to March 15, 
1931, the date it would have been 
required to be paid if the gain had 
properly been reported as taxable 
income for the year 1930. 


REASONABLE SEPARATION OF 
SPECULATIVE INCOME 


In the case of Davis v. United 
States, the taxpayer attacked the con- 
stitutionality of Section 23(r) of the 
Revenue Act of 1932 on the ground 
that the limitation of the deduction 
for losses on sales or exchanges of 
stocks and bonds held less than two 
years to the extent of gains from 
such sales or exchanges, causes a 
direct tax to be levied without ap- 
portionment contrary to the provi- 
sions of Article I, Section 9 of the 
Constitution of the United States, and 
also on the ground that the classifica- 
tion was so unreasonable, arbitrary 
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and capricious as to violate the “due 
process clause” of the Fifth Amend- 
ment. In its opinion, the court 
pointed out that there are two kinds 
of deductions allowed to the tax- 
payer—those deductions such as cost 
of property sold, and ordinary and 
necessary expenses of getting the 
property sold which are deducted 
from gross receipts to determine 
gross income, and those deductions 
from gross income which Congress 
has seen fit to allow in arriving at net 
income subject to tax. The court said: 

“While the first kind of deduc- 
tions are inherently necessary as a 
matter of computation to arrive at 
income, the second may be allowed 
or not in the sound discretion of 
Congress; the only restriction being 
that it does not act arbitrarily so as 
to set up in effect a classification for 
taxation so unreasonable as to be a 
violation of the fifth amendment. 
Such deductions as distinguished from 
the first kind are allowed by Congress 
wholly as a matter of grace.” 

The court further held that the 
classification of profits and losses 
from stocks and bonds held less than 
two years and their taxation differ- 
ently from those held more than two 
years is a reasonable separation of 
speculative income from investment 
income which is not so arbitrary or 
unreasonable as to violate the Fifth 
Amendment. 


QUESTION OF Loss IN HANDLING 


On November 2, 1937, the Su- 
preme Court of the State of Louisi- 
ana decided in favor of the state, in 
a suit against Standard Oil Company 
of Louisiana for additional severance 
taxes on crude oil from August, 
1928, to December 31, 1936. The 
claim was based on the allegation 
that Standard was not entitled to 
take a 2 per cent. deduction for loss 
in handling, on crude oil which it 
produced and on that which it pur- 
chased and transported through its 
pipe lines. Application for rehear- 
ing has been filed with the Supreme 
Court. This decision, holding that 
gross oil produced is subject to sev- 
erance tax without deduction of the 
customary 2 per cent. for loss in han- 
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dling, is of immediate concern to all 
producers and purchasers of oil in 
Louisiana. 


May STATES REVERSE RULINGS? 


There are pending against Stand- 
ard Oil Company of Louisiana and 
other oil companies several suits for 
additional gasoline taxes and inspec- 
tion fees claimed by the states of 
Tennessee, Arkansas and Louisiana. 
These cases all involve interpreta- 
tions of the attorney general or ad- 
ministrative authorities in the re- 
spective states, which have been fol- 
lowed by the oil companies and 
which the states are now attempting 
to overthrow and collect additional 
taxes and penalties. The suits in 
Tennessee involve sales of gasoline 
made to counties and municipalities 
in that state by Standard Oil Com- 
pany of Louisiana during the period 
from January 1, 1931 to October 31, 
1936, where shipment was made di- 
rect to the customers from outside 
the state without charging the state 
tax or inspection fee. They also in- 
volve inspection fees alleged to be 
due on’ gasoline stored in tanks at 
river terminals, principally for ex- 
port outside the state. The State of 
Arkansas is claiming additional gaso- 
line taxes by reason of adjustment of 
gallonage received into the state to 
60 degrees F. basis and deduction of 
1 per cent. from receipts for evap- 
oration losses. The State of Louisi- 
ana is making its claim primarily on 
the ground that the 3 per cent. de- 
duction specified in the law is a 
maximum and not a flat allowance 
and that taxpayers reporting on basis 
of actual sales are not entitled to any 
deduction for losses from handling, 
evaporation, et cetera. The question 
of most interest to oil people in these 
suits, aside from the amount of 
money claimed, is whether or not the 
state governments will be permitted 
to reverse rulings of their administra- 
tive officers and apply retroactively 
additional assessments plus excessive 
penalties, interest, and attorney’s fees 
to taxpayers who have in good faith 
complied with the requirements of those 
authorized to administer these laws and 
collect the taxes imposed thereby. 


Extensions for Filing Tax Returns Granted 
Only in Exceptional Cases 

The Committee on Federal Taxation of 
the New York State Society of Certified 
Public Accountants telegraphed Commis- 
sioner of Internal Revenue Guy T. Hel- 
vering, on January 31, saying: 

“The membership of our Society is 
greatly concerned about extensions of 
time for the filing of Federal Income Tax 
Returns due on March 15th. As you know, 
the pressure on public accountants at this 
time of the year is unusually great, and 
despite most conscientious endeavors 
necessary auditing work can not be com- 
pleted in many instances to permit of 
the preparation and filing of returns by 
March 15th. Departmental attitude, as 
indicated by some of the collectors’ offices, 
would seem to indicate lack of sympa- 
thetic understanding of the problem with 
which the public accountants are con- 
fronted. It would be greatly appreciated 
if you could see your way clear to notify 
collectors that, in general, applications 
for extensions made by taxpayers through 
accountants and based on statements that 
it is impossible to prepare returns by 
March 15th should be honored and re- 
fusal should be made only under excep- 
tional and unusual circumstances. Our 
impression is that many collectors inter- 
pret the Department’s attitude as almost 
necessitating refusal except under most 
unusual circumstances. The membership 
of our Society is primarily concerned with 
action of collectors’ offices throughout 
the states of New York, Connecticut, 
New Jersey and Pennsylvania.” 

Commissioner Helvering replied, in 
part: 

“You are, no doubt, fully informed re- 
garding our policy to undertake examina- 
tions of returns filed for a particular year 
within the fifteen-month period succeed- 
ing the last date for filing such returns, 
and I am sure realize that this rule was 
undertaken in the interest of taxpayers 
who have a right to be advised within a 
reasonable period following filing as to 
the Department’s intention regarding any 
proposed adjustment in liability. 

“Since the Bureau has undertaken to 
accelerate its program for examination, it 
has become of greater importance that re- 
turns be filed promptly and extensions of 
time to file be limited in every possible 
manner. The Collectors of Internal Rev- 
enue are acting under instructions re- 
leased from this office and it appears to 
be essential that accountants and others 
assisting income taxpayers in the prepara- 
tion of their returns should appreciate the 
necessity to cooperate completely with 
this office and with Collectors in aid of 
our effort to speed up the audit of re- 
turns. 

“In exceptional cases, where a proper 
showing is made and where the period of 
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Type of Pension Plans Favored Since 
Enactment of Social Security Law 





Companies Turning To Program Under Which Retirement Incomes Provided By Em- 
ployers and Government Combined Approximate Benefits Contemplated Originally In 
Private Plans—Examples of Newly Devised Programs—Article By Eowin C. McDona.p. 


|) poms of the trend toward a 
new form of pension retirement 
plan, favored by many large companies 
since the Social Security Act became 
effective, are given in this article by 
Mr. Epwin C. McDONALD, assistant 
secretary of the Metropolitan Life In- 
surance Company. Several inquiries 
made by members of The Controllers 
Institute of America, with respect to 
present day pension plans, were re- 
ferred by The Institute to Mr. McDon- 
ald, who is regarded as an authority 
in this field, and at the request of The 
Institute he prepared the article that 
follows. It will undoubtedly be en- 
lightening to controllers of many com- 


antes. 
P —THE EDITorR. 


Mr. Controller: Suppose following 
the next meeting of your Board of Di- 
rectors you receive, via the president’s 
office, a resolution reading: 


“Resolved: That the directors of 
this Company, wishing to declare larger 
dividends to stockholders, increase 
wages and lower the sale price of our 
products, hereby authorize the man- 
agement officers to suspend any fur- 
ther charges for depreciation and ob- 
solescence of plant and equipment 
during the next twelve months. This 
policy may be renewed at the end of 
each year’s operations.” 


It is not difficult to imagine the 
choking noises of astonishment and 
alarm that would greet this announce- 
ment in any controller’s office. 

‘“How,”’ says the accounting officer, 
“do you expect me to present the 
board with the true financial picture 
of the business if we ignore deprecia- 
tion ? 

“How can we set up reserves against 
the replacement of plant and equip- 
ment ? 


“In a year when major replacements 
are necessary, do you not see earnings 
will be cut drastically and dividends 
jeopardized ?” 

These and other similar questions 
would bother any accountant were 
such an unthinkable resolution placed 
on his desk. 

Now let us look at another resolu- 
tion passed that same day by your 
Board of Directors: 


“The directors endorse the policy 
of pensioning old and faithful em- 
ployees of long years’ service and ap- 
prove the current practice of paying 
such retired employees about fifty per 
cent. of earnings at the time of re- 
tirement, said fifty per cent. to include 
any old age benefits receivable under 
the Social Security Act. At the time of 
each employee’s retirement the com- 
pany shall set up in a reserve the pres- 
ent value of the expected pension 
payments. (The payments represent 
the difference between 50 per cent. 
of earnings and the Federal Pension.)”’ 


Unthinkable as the first resolution 
would be, is there a very great differ- 
ence from an accounting point of view, 
between the practical effect of these 
two resolutions? Under the first the 
operations of the business will not 
receive a charge for the gradual wear- 
ing out of bricks, mortar and machin- 
ery until actual replacement is neces- 
sary. Under the second, operations 
will not receive a charge for the grad- 
ual wearing out of employees until 
they are actually retired and replaced. 


RESERVES FOR RETIREMENT OF 
PERSONNEL 


A considerable number of corpora- 
tions create liberal reserves against the 
retirement of physical equipment but 
overlook the creation of reserves 
against the retirement of superannu- 





ated employees who have reached an 
age of rapidly declining efficiency. 

Fortunately, the number of com- 
panies pursuing this policy is declin- 
ing each year for there is growing 
recognition by corporation manage- 
ment that there is something of an 
accounting parallel between the retire- 
ment of employees (whose usefulness 
is impaired by old age) and the re- 
tirement of machinery. There appears 
to be increasing agreement with the 
idea that reserves established annually 
for depreciation of the human ele- 
ment go hand in hand with annual 
charges for the depreciation of plant 
and equipment. 

Both employee and equipment have 
a certain useful working life, at the 
end of which retirement is desirable. 
The accumulation of reserves in ad- 
vance of retirement seems an appro- 
priate and sound accounting practice 
in either case. 

It should be pointed out, however, 
that there is this difference between 
the accumulation of reserves for de- 
preciation of plant and equipment and 
for depletion of the human element. 
Plant and equipment are impersonal 
things, which have no power of action 
or control over themselves. The em- 
ployer purchases them and uses them 
at his own discretion until they wear 
out. He is the owner of their energies. 
The consumer in paying the purchase 
price of the articles manufactured en- 
ables the employer to maintain com- 
plete ownership over them and their 
energies. With the human element 
it is different. The worker is the 
true owner of his energies and the 
employer is a consumer of part of 
them. It is not essential, therefore, nor 
is it usually to the best interest of 
either the individual or to the em- 
ployer, to accumulate reserves for the 
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depletion of the human element that 
would not reflect this joint interest 
and be cooperative in principle. 

While, therefore, the accumulation 
of reserves for depreciation of plant 
and equipment is strictly a feature of 
the business to be provided by the em- 
ployer, the accumulation of reserves 
for the human element is both a busi- 
ness and a personal function which 
can be provided by joint contribu- 
tions of both the employer and em- 
ployee. 


EARLIER RETIREMENT PLANS 

Perhaps it would be of interest to 
review briefly the type of retirement 
plan which was developed in years 
ptior to 1935 and then examine in 
some detail plans which industry has 
adopted since the Social Security Act 
became a law. 

Retirement programs operating up 
to a few years ago pretty generally 
aimed at pensions of not less than one- 
third of earnings and in many cases 
in which employees contributed to the 
cost the retirement objective approxi- 
mated 50 per cent. of earnings. This 
objective was accomplished usually by 
setting up a benefit equal to 114 per 
cent. (sometimes 2 per cent.) of pay 
for each year that the employee is a 
contributor to the plan. When the 
employee did not have sufficient years 
remaining before retirement to build 
up a reasonable income, the employer 
supplemented the amount accumulated 
through future service by adding al- 
lowances for past service. 

Since the effective date of the Social 
Security Act some of these programs 
have been modified to take account of 
the benefits payable under the act. 
These revisions are arranged usually 
so that, in effect, the sum of the re- 
tirement income under the private 
(company) plan and the federal pen- 
sion will approximate the benefits con- 
templated originally in the old private 
plan. 

The old age benefit section of the 
Social Security Act provides annuities 
which scale down, as a percentage of 
earnings, as the employee’s pay in- 
creases. Therefore, new and revised 
private annuity plans compensate for 
this by providing gradually increasing 
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benefits for each higher earning class. 
As the federal annuities decline as a 
percentage of earnings, the annuities 
accruing under the private plan step 
in and fill the gap necessary to attain 
the employet’s objective as to total 
retirement income. 


Topay’s RETIREMENT PLANS 


The principal features of the kind 
of retirement plan which is finding 
favor with the employers currently are: 


1. Retirement Age 

The retirement age of the private 
plan would, of course, coincide with 
that of the Social Security Act, namely 
65, but arrangements could be made 
under the private plan for earlier re- 
tirements in special cases at the em- 
ployer’s option. 


2. Eligibility 

EMPLOYEES EARNING LEss THAN 

$2,000 ANNUALLY 

Employees earning less than $2,000 
annually do not commence contribu- 
tions to the private plan until age 40. 
This eligibility requirement has two 
important advantages; first, it keeps 
the total retirement annuity resulting 
from the sum of the benefits of the 
federal and private plans, within the 
range of income sought by the em- 
ployer and, second, it confines mem- 
bership in the private plan to the more 
permanent employees. 

These employees who earn less than 
$2,000 annually receive at age 65 a 
retirement income equal to the sum of 
annuities provided under the com- 
pany’s private plan and federal old 
age benefits under the Social Security 
Act. 

So long as the earnings of these 
employees do not equal $2,000 an- 
nually, they never contribute more 
than $2 a month to the private plan. 
This means that this average employee 
would contribute approximately 3 per 
cent. to Federal and private plans com- 
bined in the years 1937, 1938 and 
1939; and this total deduction would 
increase gradually to a maximum of 
5 per cent. in 1949. If this amount, 
reached 11 years hence, should work 
a hardship on an employee, the deduc- 





tion for retirement benefits could be 
leveled off at 4 or 414 per cent. 

The objective is to have the total 
amount of annual retirement income 
(the sum of annuity payable by the 
insurance company and old age bene- 
fits under the Social Security Act) 
which will be payable at age 65 to 
employees whose earnings never ex- 
ceed $2,000 a year range from approx- 
imately one-third to 50 per cent. or 
better of annual earnings. This is 
illustrated in the examples given be- 
low. It will be seen from these ex- 
amples that it was assumed that the 
employee entered service before age 
40; obviously in the case of an em- 
ployee entering the service at a later 
age than 40, the total benefit would be 
proportionately less. 


EXAMPLES 
EMPLOYEES EARNING UNDER $2,000 
A YEAR 


(All of these examples assume ages as 
of January 1, 1937, and employment 
before age 40) 


I. Age 60—Monthly Earnings: 
$100.00 to age 65 
Benefits 
Private Plan $25.00 a month 
Social Security Act 17.50 a month 


Total $42.50 a month 
(42Y, per cent. of pay) 


II. Age 45—Monthly Earnings: 
$100.00 to age 65 


Private Plan $25.00 a month 
Social Security Act 32.50 a month 





Total $57.50 a month 
(5714 per cent. of pay) 


III. Age 35—Monthly Earnings: 
$100.00 to age 40 
125.00 to age 45 
150.00 to age 50 
165.00 to age 65 
Private Plan $25.00 a month 
Social Security Act 53.00 a month 





Total $78.00 a month 
(54 per cent. of average pay) 
(47 per cent. of final pay) 


IV. Age 25—Monthly Earnings: 

$ 85.00 to age 30 
100.00 to age 35 
115.00 to age 40 
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130.00 to age 45 
145.00 to age 55 
160.00 to age 65 


Private Plan $25.00 a month 
Social Security Act 57.25 a month 





Total $82.25 a month 
(63 per cent. of average pay) 
(51 per cent. of final pay) 


Employees Earning $2,000 or More 
Annually 

Employees earning $2,000 or more 
annually are eligible to join the plan 
after one year’s service regardless of 
age. As their pay rises above $3,000, 
the percentage of annual salary paid 
as a tax to the government declines 
(since it is based on the first $3,000 
of salary) and the contribution to the 
private plan increases. However, the 
combined employee outlay in both tax 
and contribution to the insurance com- 
pany would not exceed 5 per cent. of 
total annual salary and would not 
reach that figure until 1949. 

Under the terms of the Social Se- 
curity Act the ratio of old age benefit 
to salary becomes smaller and smaller 
as salaries increase, therefore in formu- 
lating this private retirement plan the 
amount of annuity provided for higher 
paid individuals is greater in propor- 
tion to salary than for the lower paid 
employees. 

This reduction in ratio of retirement 
annuity to salary makes it possible to 
provide a total retirement income 
(the sum of the annuity payable by 
the insurance company and old age 
benefits under the Social Security Act) 
at age 65 which meets the objective of 
the plan, that is, total benefits ranging 
from approximately 30 per cent. of 
annual earnings for present older em- 
ployees up to 40 per cent. or better 
of annual earnings for employees who 
entered the service at a younger age. 
The following examples indicate that 
this objective should be attained in 
the usual cases. 


EXAMPLES 
EMPLOYEES EARNING $2,000 A YEAR 
AND OVER 


(All of these examples assume ages 
as of January 1, 1937, and employ- 
ment before age 40) 
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1. Age 55—Monthly Salary: 
$175.00 to age 65 
Benefits 
Private Plan $38.75 a month 
Social Security Act 30.00 a month 


~ 


Total $68.75 a month 
(39 per cent. of salary) 


II. Age 45—Monthly Salary: 
$200.00 to age 55 
250.00 to age 65 


Private Plan $42.50 a month 
Social Security Act 53.75 a month 





Total $96.25 a month 
(43 per cent. of average salary) 
(381, per cent. of final salary) 


III. Age 35—Monthly Salary: 
$180.00 to age 45 
250.00 to age 55 
300.00 to age 65 


Private Plan $57.50 a month 
Social Security Act 65.25 a month 





Total $122.75 a month 
(50 per cent. of average salary) 
(41 per cent. of final salary) 


IV. Age 25—Monthly Salary: 
$150.00 to age 30 
180.00 to age 35 
230.00 to age 40 
280.00 to age 50 
350.00 to age 65 


Private Plan $86.25 a month 
Social Security Act 76.50 a month 


Total $162.75 a month 
(60 per cent. of average salary) 
(46V, per cent. of final salary) 


3. Refunds to Employees 

Moreover, regardless of earnings, 
every employee, whether he remains in 
service to 65 and retires, or withdraws, 
or dies before that age, receives at 
least 100 cents for each dollar he con- 
tributed. 

The average return to employees 
who retire will (based on annuity ex- 
pectancy tables) be in excess of 514 
times the amount they contributed. In 
the case of an employee who dies be- 
fore retirement, his beneficiary will 
receive a death benefit equal to his 
total contributions; in the case of one 
who dies after retirement, any excess 
of his contributions over the retire- 
ment annuity he has received will be 
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paid to his beneficiary. Even the em- 
ployee who withdraws from service 
before he receives an absolute right 
to his annuities is entitled to a refund 
of his total contributions, whether such 
withdrawal occurs after he has con- 
tributed for one month or for some 
years. 


EMPLOYEE WITHDRAWAL BENEFITS 
ON TERMINATION OF SERVICE 
A. Under Private Plan 
Before Age 45 and Before Five 
Years in Plan 
Annuity at 65 secured by em- 
ployee’s contributions 
or 
Refund of such contribution. 
After Age 45 and Five Years in 
Plan 
Annuity at 65 secured by joint 
employee and company contribu- 
tions. 
B. Under Federal Plan 
Old Age benefit, at 65 if retired, 
based on aggregate ‘‘wages.”’ 


EMPLOYEE DEATH BENEFIT 


A. Under Private Plan 
Employee's total contributions, 
less any annuity received by em- 
ployee. 

B. Under Federal Plan 
Three and one-half per cent. of 
aggregate “‘wages,”” less any old 
age benefit received by employee. 


i. Employer Gross Outlay 
It is estimated that the gross outlay 
by the employer (for the retirement 
plan just described) would be in the 
neighborhood of 314 per cent. of 
total company payroll for 15 to 20 
years, reducing to about 2 per cent. of 
payroll thereafter when past service 
benefits will have been fully provided ; 
in addition, the schedule of excise 
taxes under Title VIII of the Social 
Security Act would be payable. 
Suppose your company has a con- 
siderable number of long service em- 
ployees in the older age brackets. Is 
it fair to assume that no liability ex- 
ists when it is quite likely that your 
Board of Directors will supplement 
the federal pension in an amount sufh- 
cient to bring the total retirement in- 
come up to at least a third and per- 
haps 50 per cent. of earnings? 
(Please turn to page 85) 
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“The Controller” Required Reading 
for Accounting Students 


Professor John H. Shields, of Duke 
University, an associate member of The 
Controllers Institute of America, writes: 

“This year I am continuing the policy 
which has proved so successful of assign- 
ing ‘The Controller’ as required col- 
lateral reading in my advanced account- 
ing course. The high quality of the 
editorials and the timely articles appeal 
to the better class of students. I have 
found ‘The Controller’ of distinct value 
in attempting to bridge the gap between 
classroom and actual practice. It offers 
a superior service which cannot be found 
in any other publication or text—the op- 
portunity of acquainting the student with 
the realities of controllership—without 
which no course in managerial account- 
ing can fully meet the requirements of 
current accounting practice.” 


Dr. H. W. Sweeney Discusses Purposes 
of 1937 Tax Loophole Act 


The January issue of the Georgetown 
Law Journal contains an article, ‘The 
1937 Tax Loophole Act: Purpose,” by 
Dr. H. W. Sweeney, a member of The 
Controllers Institute of America. He re- 
views the various loopholes which the 
Act is designed to plug, comments on 
them, gives examples, and in some cases 
court decisions and other rulings which 
have a bearing on them. 


Merit Rating in Massachusetts 
Still Several Years Away 


Merit rating, and possibly consequent 
reduction of payments by employers to 
the various state unemployment com- 
pensation funds, is a subject that is very 
much alive in the minds of business exec- 
utives. The Massachusetts Unemployment 
Compensation Commission recently is- 
sued a statement on that subject, saying: 

“The Massachusetts Unemployment 
Compensation Law does not provide for 
any definite merit rate because of an em- 
ployer’s contribution or benefit experi- 
ence. 

“The law does, however, state that 
the Unemployment Compensation Com- 
mission shall study the contribution and 
benefit experience of each employer with 
a view to recommending to the General 
Court such rates as will equitably reflect 
such experience. 

“The law does not state what basis 
shall be used in applying merit rates. 

“The plan of merit rates in unemploy- 
ment insurance demands much more re- 


search and study before it can be placed 
upon a practical basis. 

“The Unemployment Compensation 
Commission has until 1941 to study the 
problem. In the meantime, federal and 
state agencies are performing much re- 
search in the fields of merit rates and 
by 1941 information now unknown may 
be used as a basis for setting equitable 
rates.” 


Controller Described as ‘Assistant Manager 
Without Portfolio” 


“A real controller is an assistant man- 
ager, without portfolio,” said Mr. Ernest 
L. Olrich recently. Mr. Olrich has had 
Opportunity to study the situation from 
both sides of the fence. He was for- 
merly controller of Marshall Field and 
Company, and is now president of Mun- 
singwear, Inc. Mr. Olrich’s succinct 
summary of the case gives voice to a 
trend which is much in evidence in many 
companies, to place more and more re- 
sponsibility on the controller and to 
take him even further into management 
councils than in the past. 


Employers Permitted To Deduct 
Approximately $450,000,000 


Certification to the Secretary of the 
Treasury on January 4, 1938, by the So- 
cial Security Board of the 51 approved 
state unemployment compensation laws 
now in effect permitted employers in 
covered groups in the states to deduct 
approximately $450,000,000 from the Fed- 
eral tax levied by Title IX of the Social 
Security Act. This amount represents the 
estimated contributions of these em- 
ployers under state unemployment com- 
pensation laws during 1937 and a 90 per 
cent. offset of the Federal tax due for the 
same period. 

This means that employer contributions 
which would otherwise go into the gen- 
eral funds of the United States Treasury 
remain in the state unemployment funds 
and are available for benefit payments to 
unemployed workers. Some 21,000,000 
workers in commerce and industry are 
estimated to be employed in jobs covered 
by state unemployment compensation 
laws. 

As of November 30, deposits by states 
in the unemployment trust fund in the 
Federal Treasury plus interest amounted 
to $590,812,245. Withdrawals from the 
trust fund are limited solely to payments 
of unemployment compenation claims 
under State laws. 





Believes Controllers Should Be 
Property-Minded 


Mr. Lyle H. Olson, appraiser, noting 
the work that The Controllers Institute 
of America is doing in cooperation with 
the Securities and Exchange Commission 
in the preparation of standards of ac- 
counting, writes: 

“The point of view of your Institute 
will be very helpful. I am much inter- 
ested in the preparation of these stand- 
ards, for in as far as they deal with the 
property asset and depreciation accounts, 
and the provision for depreciation in 
the operating and profit and loss state- 
ments, they are of direct interest and con- 
cern to the appraiser. Controllers should 
be property-minded as well as accounting- 
minded.” 


Analysis of State Unemployment 
Compensation Laws 


The Social Security Board has issued, 
as Publication No. 13, an analysis of state 
unemployment compensation laws. It 
was prepared by the Bureau of Unem- 
ployment Compensation, of which Mr. R. 
Gordon Wagenet is director. The analy- 
sis contains the most significant provisions 
of state unemployment compensation laws 
as interpreted by rules and regulations 
made by the state agencies which admin- 
ister them. It includes also applicable 
provisions from other state labor laws, 
such as those dealing with public em- 
ployment offices and the administration 
of labor legislation. The document is 
for sale by the Superintendent of Docu- 
ments at fifteen cents a copy. 


Security Registrations in 1937 Fell Off 
Nearly Two Billion 


The Securities and Exchange Commis- 
sion has made public an analysis, pre- 
pared by its Research Division, of secu- 
rity registrations which became effective 
under the Securities Act during 1937. 

Registrations for new securities total- 
ing $3,379,284,000 became effective dur- 
ing the year. Included in this figure are 
approximately $381,000,000 of securities 
which were registered for reserve against 
the conversion of issues having converti- 
ble features. Excluding this amount, new 
securities with estimated gross proceeds 
of slightly more than $2,998,000,000 be- 
came fully effective during 1937. This 
total is approximately $1,802,000,000 
lower than the comparable 1936 figure, 
but is about $465,000,000 higher than the 
corresponding total for 1935. 
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Form of Certificate Generally Used 
by Public Accountants 


The certificate attached by a prominent 
accounting firm to the financial statement 
of a nationally known manufacturing con- 
cern, addressed to the shareholders of 
the company, contains the paragraph: 

“In our opinion, based upon such ex- 
amination, the accompanying balance 
sheet and related statements of income 
and deficit, together with the notes ap- 
pearing thereon, fairly present, in accord- 
ance with accepted principles of account- 
ing consistently maintained by the 
Company during the year under review 

. its position at September 30, 1937, 
and the results of its operations for the 
year.” 

This is the standard form of account- 
ants’ certificate and is in the form gen- 
erally which was submitted by the New 
York Stock Exchange to The Controllers 
Institute of America several years ago for 
suggestion and comment. 

The opening statement of the certifi- 
cate recites that the accountants have 
made an examination of the balance 
sheets of the Company, and of the 
statements of income and deficit. It re- 
cites also that the accountants made a 
general review of the accounting meth- 
ods and of the operating and income ac- 
counts for the year, “but we did not 
make a detailed audit of the transac- 
tions.” This is the procedure usually 
followed in the cases of large businesses. 








“Officers Sometimes Get into Rut,” 
Says Controller 


“Our officers sometimes get into a rut,” 
said a controller in a round table dis- 
cussion recently held by a Control, of 
The Controllers Institute of America. 
This controller added that he himself 
hopes to profit by the exchanges of ideas 
and round table discussions conducted by 
the Control. 


Company Report Calls Attention to 
Ever Mounting Taxes 


In the annual report of President M. 
H. Karker of the Jewel Tea Company, 
Inc., to its stockholders, he directs atten- 
tion to the mounting cost of taxation and 
quotes figures for each of the last six 
years. The total taxes paid by the com- 
pany in 1937 was $991,908. This com- 
pares with $248,457 paid in 1932. The 
amount per share paid in taxes, on 280,000 
shares issued in 1937 was $3.54, as against 
89¢ in 1932. There is also a tabulation 





of the amount paid “per week per per- 
son employed.” This was $5.21 in 1937, 
as against $1.68 in 1932. Mr. Karker 
makes the comment that “it seems cer- 
tain that taxes will continue to take an 
ever larger share of corporate earnings. 
Stockholders should note this strong tend- 
ency and must realize its ultimate effect 
upon their holdings.” 


Greeley Speaks on “Liberty and Taxes” 


“Liberty and Taxes” was the subject of 
an address made by Harold Dudley 
Greeley, counsel of The Controllers In- 
stitute of America, at a luncheon meeting 
of the Kiwanis Club of New York, Inc. 
on February 2. 


Social Security Board Now 
Posting Wage Accounts 


Posting of wage accounts under the 
old-age insurance program of the Social 
Security Act is now under way. Wage 
information for the workers of prac- 
tically all of the states is being entered 
on their ledger sheets. This is the sec- 
ond step in the program which provides 
for payment of old-age insurance benefits 
to men and women in industry and com- 
merce when they reach the age of 65 
and retire from work. The first was the 
recording of personal information fur- 
nished on more than 37,000,000 appli- 
cations for social security account cards. 
The setting up of social security accounts 
for workers from these applications is 
regarded as virtually complete. 

The speed with which posting of in- 
dividual wage accounts can proceed will 
depend upon the flow of wage informa- 
tion furnished by employers, as certified 
to the Social Security Board by the 
Treasury. By the end of June the Board 
expects to be able to answer inquiries 
of workers as to the status of their wage 
accounts, and the Board is considering 
procedures which will make it possible 
for workers to obtain such information 
at regular intervals. 


Companies Finding Tax Departments 
Necessary 


Numbers of companies which hereto- 
fore have not had tax departments are 
now setting up such departments to han- 
dle the whole subject of taxes. Among 
the other duties of these departments is 
the responsibility of advising other de- 
partments of the business the best pro- 
cedures to follow in given sets of cir- 
cumstances. 


Seniority Rule Most Highly Prized 
by Employees 
A controller who is a member of The 
Institute stated in a recent round table 


“conference of his Control that his com- 


pany is completely unionized by the 
C.1.O., includiag office employees. In 
reply to a question as to what the em- 
ployees consider the greatest benefit flow- 
ing from unionization, this controller 
stated that he believed the seniority rule 
is the one which employees consider most 
beneficial. Wages are second in impor- 
tance in the estimation of the employees. 


Brides Asked to Give New Names 
to Social Security Board 


Brides of 1937-38 who obtained social 
security account cards before they were 
married are requested by the Social Se- 
curity Board to send in their new names 
to prevent confusion in the keeping of 
their wage accounts for Federal old-age 
insurance. A card for this purpose, des- 
ignated as ‘“Employee’s Request for 
Change in Records” is now available at 
any one of the Board’s field offices. This 
card provides space both for the newly 
acquired name and that used in applying 
for an account number. Corrected ac- 
count number cards will be sent to 
those who report their change of name. 
Social security account card holders may 
use this new application form also to cor- 
rect misstatements as to age, address, or 
any other inaccurate declarations that 
may have been made. The Board stated 
that while it would accept without ques- 
tion a new age declaration, the accept- 
ance should not be regarded as final since 
an employee may be called upon to fur- 
nish proof of age on filing a benefit 
claim. By making available the new card 
the Board believes that thousands of 
persons who have neglected to correct 
their records will now take advantage of 
this simplified procedure. 


Social Security Board Pays 
53,237 Insurance Claims 


Payment of 53,237 lump-sum claims 
was made, during the first year’s opera- 
tion of the federal government’s old-age 
insurance system, to wage earners who 
had reached the age of 65 and the estates 
or relatives of those who had died, the 
Social Security Board announced in Jan- 
uary. Each payment amounted to 314 
per cent. of the total wages paid to the 
worker. 








Controllers Aiding in Movement To 
Standardize Accounting Principles 


President of Institute Reviews Progress Made and Expresses Belief Further 
Noteworthy Advances Will Be Made in Near Future Under Impetus Given 
By Securities and Exchange Commisston—Statement by Mr. Henry C. PERRY. 


HE statement that follows was 

released for publication in the 
news papers on February 6, as a review 
of a movement of considerable im- 
portance in the field of corporate ac- 
counting. MR. HENRY C. PERRY, of 
the Heywood-Wakefield Company, of 
Gardner, Massachusetts, is president 
of THE CONTROLLERS INSTITUTE OF 


AMERICA. 
—THE EpITor. 


A movement of considerable im- 
portance to business is taking place in 
the field of accounting—an effort to 
standardize the principles of accounting 
as used by business concerns generally. 
Considerable progress has been made 
in this direction in the past two years, 
and it appears that steps of even 
greater moment may be expected this 
year. These principles of accounting 
apply not only to the recording of 
transactions, but to the preparation of 
financial and other reports. 

For many years the government and 
various state commissions have regu- 
lated in a detailed fashion the ac- 
counting and reporting of railroads 
and of utility companies, which are 
subject not only to federal laws but 
in many instances to laws of several 
states. 

A year and one half ago it was 
pointed out to controllers of the larger 
corporations, in an address delivered 
before an annual meeting of The Con- 
trollers Institute of America, that the 
next obvious step by government 
would be a move to impose similar 
regulations on the accounting and re- 
porting of business concerns generally. 
The government, through the Securi- 
ties Act of 1933 and the Securities 
Exchange Act of 1934, and various 
other laws, such as the Public Utility 
Holding Company Act, has obtained 
jurisdiction of a sort over large por- 








tions of the business concerns of the 
country, mostly the large companies 
which offer securities to the public, or 
have securities registered on a stock 
exchange. This jurisdiction, so far as 
reporting principles and standards are 
concerned, and also the forms of re- 
ports to be made to governmental 
agencies, may now be used to set up 
and enforce certain general and spe- 
cific rules and regulations. 

Heretofore the establishing of ac- 
cepted accounting principles and their 
use by business concerns has been 
largely in the hands of public ac- 
countants. That was largely the case 
up to six years ago, when The Con- 
trollers Institute of America was 
formed and controllers of corporations 
and other business entities, who oper- 
ate the accounting functions of their 
companies, found that they were in a 
position to make their views known 
in an organized manner and began 
making studies of their own with re- 
spect to accounting principles and stand- 
ards, and forms of reports to govern- 
mental and other agencies, and to 
stockholders, as well as to manage- 
ment. 


“ACCEPTED ACCOUNTING PRINCI- 
PLES’ EVOLVED 

There has been no official pro- 
nouncement by the organizations of 
public accountants as to what consti- 
tutes standard principles of accounting, 
although much has been written and 
published over many years on that sub- 
ject in the technical journals of the 
accounting profession. Instead of au- 
thoritatively enunciated and accepted 
standard principles there have grown 
up what are known as accepted ac- 
counting principles, which are fre- 
quently referred to in accountants’ 
certificates, attached to reports and 
statements. 


In what may be termed the higher 
realms of accounting it is recognized 
that there are many principles and 
problems concerning which there is 
no unanimity of opinion. That was 
brought out clearly in the early studies 
made by The Controllers Institute of 
America, in conjunction, several years 
ago, with such agencies as the New 
York Stock Exchange, and more re- 
cently in conjunction with the Securi- 
ties and Exchange Commission. The 
New York Stock Exchange through 
the medium of its listing requirements 
was in a position to take the lead in 
laying down certain requirements as 
to accounting and reporting. These 
have been further amplified by the 
work of first, the Federal Trade Com- 
mission, and later of the Securities 
and Exchange Commission. 

The form of public accountants’ 
certificates also came under review. 
Under the Securities Act and Securi- 
ties Exchange Act responsibility was 
laid on public accountants in equal 
degree as on controllers and other offi- 
cers and directors of corporations, for 
the correctness of reports, and of 
statements generally, including finan- 
cial statements. 


COMPANIES Must MAKE THREE 
FORMS OF REPORTS 

Corporations which offer securities 
to the public, or which have securities 
listed on one or more exchanges, today 
are faced with the task of making 
three forms of reports or statements: 
one to the Internal Revenue Bureau, 
one to the Securities and Exchange 
Commission, and a third to stockhold- 
ers. Taxable income, as defined by the 
Bureau of Internal Revenue, is a statu- 
tory figure arrived at by following very 
definite rules laid down by the Bureau. 
The Securities and Exchange Commis- 
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sion has its own set of rules as to 
forms of accounting and financial 
statements and reports, which do not 
coincide with those of the Bureau of 
Internal Revenue. Reports to stock- 
holders must be in an entirely differ- 
ent form than that prescribed by the 
Securities and Exchange Commission, 
because the Securities and Exchange 
Commission requires that the reports 
must be so voluminous and detailed 
that the true facts as to income, profit 
and loss, and financial state of an en- 
terprise, can be learned from them 
only after study and analysis of a de- 
gree so thorough and technical that 
the average stockholder is not equipped 
to make them. 

Recent public addresses by members 
of the Securities and Exchange Com- 
mission indicate that that body wishes 
to see standard principles of account- 
ing set up, to which business generally 
may adhere. It believes that there are 
many situations and transactions con- 
cerning which there are no differences 
of opinion among controllers and ac- 
countants as to accounting treatment, 
which can be covered by a fairly defi- 
nite set of rules. It recognizes that 
there are other transactions in busi- 
ness, and consequent accounting en- 
tries and handling, concerning which 
there are honest differences of opinion 
among the highest accounting authori- 
ties. With respect to these the Com- 
mission would like to bring about as 
much clarification of thought as is 
possible, by thorough discussion. 


ACCOUNTING OPINIONS BY 
COMMISSION 


The Commission believes that busi- 
ness concerns should make clear in 
their reports to all agencies and to 
stockholders just what course was fol- 
lowed in accounting for these special 
transactions. The Commission through 
its chief accountant, Mr. Carman G. 
Blough, has been making public opin- 
ions as to what it believes is the proper 
handling of some of these transactions, 
in the accounts and reports. It plans 
to continue issuing these opinions. 

Controllers have been cooperating, 
through their national organization, 
with the Securities and Exchange Com- 
mission and prior to that with the 
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Federal Trade Commission, in the 
studies which were and are being made 
of these puzzling problems. They 
have made available to the commis- 
sion their ideas, from a practical point 
of view, concerning the manner in 
which these special cases may be han- 
dled. This work has been done through 
a special committee, with the aid of 
many controllers in The Institute. 


SHOULD Do AWAY WITH 
PERPLEXITIES 

Out of it all there promises to come 
a code of procedure which will be 
much better defined than any which 
has heretofore been available, and a 
better understanding all around as to 
what course a business concern should 
follow in its accounting and reporting. 
This will be a definite step forward, 
in the eyes of business executives, and 
will do away with many of the per- 
plexities which have beset them. 

The item of accounting expense is 
one which is not overlooked by busi- 
ness concerns. This includes in many 
cases large sums paid to appraisers, 
engineers, public accountants, and at- 
torneys, in addition to the cost of the 
company’s accounting and auditing 
staffs, which of necessity have been 
greatly enlarged in recent years, as 
regulatory measures have been en- 
acted. Simplification and standardiza- 
tion of accounting procedures may 
make it possible to reduce these costs 
materially. 

Duplication of accounting and au- 
diting work by company staffs and 
public accountants is a problem which 
has been of great concern to control- 
lers. A practice has been growing up 
under which the companies themselves 
have .taken full responsibility for 
some of the items in a balance sheet, 
such as inventory, and contingent li- 
abilities. Certificates concerning these 
and other items are customarily given 
by controllers or other officers of cor- 
porations to public accountants, after 
which the public accountant certifies 
to the correctness of the accounts and 
the manner in which they have been 
kept. The work which public ac- 
countants perform on the accounts and 
in auditing the transactions of large 
concerns has gradually been reduced, 
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as it became evident public account- 
ants were duplicating in large measure 
the work done by the company’s ac- 
countants and auditors, under the direc- 
tion of the controller. The smaller 
companies, however, which are not in 
a position to command the services of 
controllers, find that they must rely as 
heavily as in past years on public ac- 
countants. If accounting principles 
are standardized to a considerable de- 
gree, these standard principles will 
undoubtedly be applied by public ac- 
countants to the affairs of smaller 
concerns, even though those companies 
do not come under the jurisdiction of 
the Securities and Exchange Commis- 
sion. 

The Controllers Institute of Amer- 
ica is in thorough sympathy with this 
movement toward standardizing prin- 
ciples of accounting, welcomes the 
contributions made to that end from 
any source, and has pledged its co- 
operation to the Securities and Ex- 
change Commission. 





| 
| SANDERS TO ADDRESS 
INSTITUTE 


Dr. THOMAS H. SANDERS, of Har- 
vard Graduate School of Business Ad- 
| ministration, has accepted an invita- 
tion to address the Eastern Spring 
Conference of The Controllers Insti- 
tute of America on Monday, April 25, 
at the Waldorf-Astoria Hotel, New 
| York City. He will open the morning 
| program of the general session at 10 
| or 10:30 o'clock. Announcement of 
| the exact time will be made later. MR. 
| RoscoE SEYBOLD, controller of West- 
| inghouse Electric & Manufacturing 
| Company, will preside. 

The committee in charge of arrange- 
ments for the Eastern Spring Confer- 
ence, the chairman of which is Mr. 
E. B. Nutt, of Standard Oil Company 
(New Jersey), is pleased that this op- 
portunity will be afforded to hear a 
discussion of the movement to stand- 
ardize accounting principles by the 
gentleman who recently wrote, in. col- 
laboration with two other educators, 
| the booklet, A STATEMENT OF AC- 
| COUNTING PRINCIPLES, which is now 
being read carefully by controllers and 
accountants generally. 

This meeting will be open to non- 
members of the Controllers Institute 
| of America. Reservations are being 
accepted now for this session. 

















Increasing Profits By Improving 
Methods of Control 


Budget Control, on Fixed Bases, and Variable Type,Discontinued By Apex Company and 
Entirely New Procedure Set Up—Detailed Description of New Procedures Which Were 
Introduced—Cost of Effective Control Was Moderate—Paper By JOHN VON REISCHACH. 


HE article that follows describes 

in detail the steps that were taken 
by a manufacturing concern to estab- 
lish effective control of its business, 
by introduction of new methods in 
place of the budgetary control system 
which had been in effect in prior years. 
It is specific and informative and will 
undoubtedly give controllers generally 
many useful ideas. The author is now 
assistant controller of Cleveland Pneu- 
matic Tool Company. 

—THE EDITOR. 


When I entered the services of the 
Apex properties they had in operation 
the usual forms of budgetary control. 
This consisted of estimated income 
and expense schedules for each divi- 
sion of each of its subsidiaries. Some 
of these were set up on fixed bases 
and some on the variable type of con- 
trol. It was not long after we entered 
the period during which the erratic 
spending of large sums by our na- 
tional administration took place, when 
it became increasingly evident that our 
clerks were doing a lot of unprofitable 
work. Economic trends and factors 
which could not be forseen distorted 
results so frequently that the work be- 
came a hectic race to beat the effects 
of many of these factors, by revisions. 
Something had to be done to gain ef- 
fective control of the concern’s business. 

The first step taken was to discon- 
tinue all phases of the work being 
done. This enabled the department to 
concentrate on the problem of creating 
an entirely new procedure. A letter 
signed by the president was sent to 
each officer, department head and em- 
ployee asking for suggestions on these 
lines. Of the replies received, the two 
outstanding ones were the suggestions 
of the assistant general manager and 
the head of the cost and planning de- 


partment. Combined, the two formed 
the basis for the new plan of sales and 
expense control. The first presented 
a solution from the managerial angle, 
and the latter from that of operations. 


NEEDED SEVERAL PLANS OF 
OPERATIONS 

The new plan started with the basis 
that, to meet the business situation, the 
management needed several plans of 
operations from which to choose the 
one which would best keep the various 
functions of the business in balance 
and increase the things which most 
aided profits. 

It was obvious that a more flexible 
method of expense and cost control 
was needed. This was solved by the 
second suggestion which had been ac- 
cepted; namely, that a procedure he 
instituted for co-ordinating the operat- 
ing functions and for setting of stand- 
ards of performance under any range 
of business fluctuation. 

For instance, if the production re- 
quirements dropped suddenly in the 
vacuum cleaner plant and started to rise 
in the electric refrigerator plant, the 
planning department was to be noti- 
fied promptly of this by the central 
planning executive so that steps could 
be taken immediately to reduce over- 
head expense controls in the cleaner 
plant and to increase them for the re- 
frigerator plant. At the same time, the 
employees not needed in the former 
plant could be transferred to the lat- 
ter. By this means, a better control of 
expenses could be reached and labor 
conditions stabilized. As the Cleve- 
land plants employ nearly 2,000 men 
and women on the average, this re- 
sulted in a substantial saving in the 
cost of breaking in new people for 
production peaks. 

A complete analysis of every func- 


tion of the business was made. This 
was divided into groups of items which 
were the sources of losses and those 
that most increased its profits. These 
were studied, analyzed and regrouped 
into those that were controllable and 
those that were uncontrollable. A sim- 
ilar list was made up of factors af- 
fecting the business but lying outside 
the scope of the concern’s control and 
operations. With these lists to guide 
us, we were able to study and analyze 
the factors affecting the producers of 
our raw material and supplies, general 
trade, financial and economic trends, 
and what we had to consider in mar- 
keting our products. 

Having all information before us, 
we were in a position to lay out plans 
and present to the management several 
sets of plans each based on varying 
combinations of factors. Then the ex- 
ecutive committee could choose the plan 
of operation best suited to anticipated 
business conditions intelligently. 


THREE PLANS SUBMITTED 


Let us consider the problems that 
faced us for our 1936 operations. It 
is obvious how this program worked 
out. What was our probable sales 
volume for the year? Would the curve 
for each major product follow the pat- 
tern of former years? What things 
could be done to improve these fac- 
tors? What major policies must be 
changed to improve forecast perform- 
ances and gain better profits? To an- 
swer such questions, three plans for 
operations were submitted to the exec- 
utive committee. 

The first plan proposed that we in- 
crease our advertising appropriations 
by 100 per cent., and it shows that 
if this increase was made, we could 
secure increased sales volume of 200 

(Please turn to page 81) 


























“COMPTOMETER® does master job for Zenith 
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THE YOUNG LADY (right) probably doesn't realize that 
behind the golden tones of her new 1938 Zenith Radio there's 
an intricate organization .. . with intricate figure-work prob- 
lems. Behind every figure on Zenith Radio dials, there are 

J thousands of figures on production costs, sales, etc. And all 

these figures are handled on the "Comptometer’'! 
22 YEARS AGO the Zenith Radio Corporation started using 
"“Comptometers." Pictured below is one of Zenith's present 

5 "Comptometer" batteries — well-lighted, pleasant and effi- 

a cient. Mr. Samuel Kaplan, Assistant Treasurer, says, “All of 

: our figure work is handled on the 'Comptometer.' This in- 

4 cludes costs, payroll, expense distribution, sales analysis, 

general accounting and statistical work. Our experience 
with 'Comptometer’ methods over 22 years has convinced 
us that we can turn out our figure work quicker and at less 

: - expense with the 'Comptometer.’ " 
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IF YOUR BUSINESS is in need of more economical, fast-moving 
and flexible methods of handling figure work, a “Comptometer" rep- 
resentative can show you (in your own office, on your own job) how 
modern "Comptometer" methods save precious minutes and dollars. 
Telephone your local "Comptometer" office . . . or write direct to 
Felt & Tarrant Mfg. Co., 1734 North Paulina Street, Chicago, Illinois. 
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Trade-Mark of Felt & Tarrant Mfg. Co.—Reg. U. S. Pat. Off. 
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Increasing Profits 
(Continued from page 78) 
per cent. with a reduction in average 
selling costs of 8 per cent. With this 
plan, profits would be increased by 
15 per cent. 

The second plan proposed that we 
increase our advertising appropriation 
50 per cent. and our field organiza- 
tion about 50 per cent. By this plan 
we set a standard of field performance 
so that selling costs would be reduced 
by 5.5 per cent. and profits would be 
increased 12 per cent. 

Under the third plan proposed it 
was suggested that we set the advertis- 
ing at the same figure as for the pre- 
vious year; for, increases above that 
figure did not seem to promise an in- 
creased sales volume in proportion to 
additional sums. We proposed that 
the field organization be increased by 
25 per cent., that their activities be 
restricted to calling on customers and 
prospects in their major trading cen- 
ters, and that competent supervisors 
be sent into the field to conduct edu- 
cational meetings for the clerks of our 
retailers. With this plan it was esti- 
mated that the sales volume would be 
increased 260 per cent., field expenses 
would be increased about 5 per cent., 
but our profits would be increased by 
22 per cent. Obviously, it was the 
third plan which was adopted by the 
committee. The results achieved were 
close to those forecast for the plan. 

The greatest gain from the use of 
this procedure was that it eliminated 
much unnecessary clerical work and 
stopped the enthusiastic adoption of 
programs and policies without intelli- 
gent study which often required ma- 
terial changes to be made before the 
period had progressed very far. Such 
changes too often resulted in serious 
wastes of funds spent for promotional 
activities which were discontinued be- 
fore anything had been gained. 


TRANSLATING PLAN INTO FIGURES 
WHICH FoRM CONTROLS 


The next step under this procedure 
was to translate the adopted plan into 
the figures which formed the controls 
for executives, department heads and 
others responsible for expenditures. 
Thus their operations could be kept in 
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step with the program laid out for 
them. For instance, in the case of a 
salesman: Previously, we had set up a 
budgeted amount for his hotel and 
meals expenses, transportation, enter- 
tainment, and the like. Now we gave 
him a suggested total sum for his 
expense control for a period. It has 
been determined that one salesman 
can get his best results by using larger 
sums for entertainment of his dealers 
and prospects and contacting them less 
often, and getting many of his orders 
over long distance telephone; whereas, 
another salesman could not do this as 
he lacked the proper tact to entertain 
skillfully, so he had to spend more 
for traveling expense and spent only 
small sums for entertaining or long 
distance telephone calls. In other 
words, we then left the matter of the 
way the money was to be spent largely 
to the initiative of the men themselves. 
This may sound rather revolutionary, 
but as a result of not having to meet 
budgeted figures our sales organization 
developed a co-operative spirit and 
enthusiasm and it then become a reg- 
ular thing for them to operate below 
the sums suggested as reasonable. 
Some of the loss factors pointed 
rather strongly to wastes due to oper- 
ating a number of plants scattered in 
the city’s suburbs. Studies were made 
of the savings which would result if 
some of these plants were combined. 
The total amount of such savings, cap- 
italized, gave us the amount we could 
afford to pay for such a plant. Such a 
plant was located and purchased. It 
was remodeled to meet the require- 
ments of our plan. Then the motor, 
compressor, and the service production 
departments were moved into it, and 
the former plants abandoned. This 
plan has resulted in savings which will 
write off the cost of the new plant in 
six years. This shows a definite result 
for planned production facilities. 
The Apex line of products is made 
up of five major ones; vacuum clean- 
ers, washing machines, ironing ma- 
chines, electric refrigerators and air 
conditioners. Along with these are pro- 
duced such items as white metal cast- 
ings, electric motors, grinders, fans, 
butter churns, dry cleaning machines, 
and the like. A study of the numerous 
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models showed that, for some of them, 
the sales volume had declined to such 
a point that it was no longer profitable 
to make and sell them. The analysis 
showed they should be discontinued at 
once, and that others whose future 
might improve should be made in 
larger quantities on production orders 
for the number of units forecast for 
six months’ requirements, and ware- 
housed. Then their production could be 
discontinued until the stock was ex- 
hausted. This practice madesavings much 
larger than might seem possible. But 
this depended upon careful planning. 


PRODUCTION OPERATIONS COMBINED 


When the line of products had been 
cut down and controlled it was ob- 
vious that steps should be taken to 
combine quite a number of the pro- 
duction operations and processes by pur- 
chasing more efficient machine tools 
and equipment. These expenditures 
were laid out over a two-year program 
to keep their total of expenditures 
within the limits of the amounts set 
aside each year for plant machinery 
and equipment renewals and increases. 
The results of this step are not yet 
available but the indications are that 
there are going to be material savings 
from it. 

One of the most important steps 
taken was the study and analysis of 
the selling practices and policies. When 
first approached the sales manager was 
very dubious that any improvement 
could be made. However, studies were 
made of the performances of the sales- 
men and it was quite obvious that the 
same opportunities for savings existed 
in this group of expenses. Elements 
of operations paralleled those of the 
production department. 

When each sales district had been 
analyzed it was found that a wide 
spread existed between the sales pos- 
sibilities in one as compared with 
others. It was found also that the aver- 
age salesman had a very meager com- 
prehension of the sales potentials in 
his district. Some of the men were 
attempting to cover areas whose po- 
tentials would require a number of 
men in order to contact the rated deal- 
ers who should be handling the Apex 
lines. In other districts, where sales 
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averaged below what seemed reason- 
able, the potentials were so low that 
reaching a sales volume sufficient to 
absorb the costs of a salesman would 
take too much of the resulting sales 
dollar. This study showed that if the 
sales districts were revamped to fit 
potentials a substantial increase could 
be made in sales volume at a reduced 
ratio of expenses. This was done and 
the sales volume was increased, as 
measured by potentials, by 20 per cent. 
and expenses went down 15 per cent. 
for the first six months. 


ROUTING OF SALESMEN 

An analysis of each salesman’s meth- 
ods of routing himself was made. Each 
trip was plotted on a map of his dis- 
trict to show how he normally cov- 
ered his district. Soon it was quite 
obvious that only a few of the men 
used any real planned method of cov- 
ering their districts or of covering 
their dealers and prospects. 

To improve these conditions the 
services of the market research depart- 
ment were explained to them. To 
gain their effective co-operation an 
efficiency contest was set up with sub- 
stantial cash prizes for those with the 
best performance. In this contest 
points were awarded for new dealers 
secured, calls on prospects, low ex- 
pense ratios, profit margins, attainment 
of quotas, and the like. Additional 
points could be earned by the holding 
of educational meetings for the deal- 
ers’ sales people. To assist the sales- 
men in meeting the factors of this con- 
test the market research department 
made lists of all prospective dealers 
with Dun’s ratings within the estab- 
lished limits in each district. When 
one salesman opened up an account 
with a new type of dealer not previ- 
ously considered as a sales possibility, 
the department made a prompt list of 
similar dealers for the other districts 
and forwarded a copy of the list to 
each man. A number of similar steps 
could be enumerated which resulted 
in increasing sales volume with low- 
ered expenses and improved field 
profit margins. 


PROMOTIONAL POLICIES 
From the field, our studies moved 
to an analysis of promotional policies 
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and campaigns. It resulted in showing 
almost a complete lack of planning 
and control of these activities. For 
instance, although past experience 
showed that newspaper advertising 
was the most effective form of promo- 
tion, this department switched sud- 
denly into radio broadcasting. A large 
sum of money was spent over a num- 
ber of months with the sales volume 
dropping steadily. Studies in the mar- 
ket research department showed this 
kind of advertising was very unpro- 
ductive for appliances. An analysis of 
past promotional campaigns revealed 
that programs were successful to the 
extent that they were based on intel- 
ligent field tests. As a result the mar- 
ket research department made weekly 
reports of field performance and cam- 
paign costs to the promotion depart- 
ment. This guided their judgment so 
that the wastes of expenditures for 
these purposes was materially reduced. 

Outside consultants were called in 
to make similar studies of office meth- 
ods and procedures. They reported 
that substantial improvements were 
practical by making the changes they 
proposed. Some 1,200 expense classi- 
fications were regrouped and combined 
along functional lines into 240 ac- 
counts. General ledger accounts were 
also changed and reduced in number. 
Soon it was evident that the simplified 
chart of accounts gave a clearer pic- 
ture of the concern’s operating per- 
formance and trends. The introduc- 
tion of punched card accounting and 
improved accounting machines met the 
need for additional clerks arising from 
the increased sales column. 


Cost OF CONTROL DEPARTMENT 

It might seem that the cost of oper- 
ating this control and research depart- 
ment was large. As a matter of fact, 
all this work was done with a force 
varying from three to five clerks. 
These clerks were selected from gradu- 
ates of local and nearby universities. 
They were girls who had attained out- 
standing scholastic records. With such 
a background, they were capable of 
accumulating information rapidly and 
easily and translating the information 
into workable plans. In addition, the 
work was so scheduled that only a few 








things in our general program were 
in progress at one time. The total 
cost of operating the department was a 
little more than 1.1 per cent. of yearly 
net sales. 

Under the older form of control, 
called budgetary control, it had been 
the major objective to drive for small 
savings in every activity of the busi- 
ness. From the results of the new 
procedure the lesson was learned that 
the former form of control tended to 
blind those in control of expenditures 
to the possibilities for major reduc- 
tions that lay in every function of the 
business. Further, these studies of the 
real profit and loss factors of the con- 
cern has guided the executives so that 
their decisions have been responsible 
for more rapid reductions of factors 
causing losses and to improvement of 
the factors which increased profits. 
Perhaps the greatest benefit from this 
new type of control is that a changed 
viewpoint has come into the picture. 
It is no longer necessary to criticize 
others, instead the word is ‘where do 
we go from here?” 


FLUCTUATION DEPRECIATION 
METHOD ADOPTED BY 
WESTINGHOUSE 


The Westinghouse Electric & Man- 
ufacturing Company has changed its 
policy with respect to depreciation of 
fixed assets, according to an announce- 
ment made by Mr. Roscoe Seybold, 
controller of that company. This in- 
formation was transmitted in a com- 
ment made by Mr. Seybold on the ar- 
ticle, “Production Rates Should Be 
Recognized in Fixing Rates of Depre- 
ciation,’ which was published in the 
January issue of THE CONTROLLER. 

Mr. Seybold wrote: 

“Effective November 1 the Company 
changed its basis of providing for de- 
preciation and obsolescence of durable 
manufacturing equipment. The plan 
adopted is the fluctuation deprecia- 
tion method, giving effect to the ex- 
tent of use of the equipment. Com- 
pared with the previous plan, the new 
basis will give an increased provision 
of approximately 20 per cent. at the 
maximum capacity and a decrease of 
approximately 10 per cent. at the min- 
imum rate.”’ 
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REVIEWS of Recent Business Publications 


Mr. E. STEWART FREEMAN of Dennison 
Manufacturing Company of Framingham, 
Massachusetts, who writes many of the 
book reviews which appear in the columns 
of THE CONTROLLER, occasionally turns 
his attention to periodicals which contain 
matter of interest to controllers, especially 
accounting periodicals. This month he pre- 
sents a series of such reviews on subjects 
of exceptional current interest to controllers. 


“Obsolescence,” by Edmund Whitaker in 
ACCOUNTING REVIEW 

Perhaps there is more obsolescence than 
formerly but there was a lot in the past. 
Villas, baths, roads, defense walls, and 
much other capital became obsolete with 
the fall of Rome, moats, drawbridges and 
suits of armour became obsolete with feu- 
dalism. Mediterranean ports suffered obsoles- 
cence after the fall of Constantinople and 
the shift of trade to the Atlantic. Mon- 
asteries and other church property lost value 
after the reformation. Sailing ships and 
great harbors of former times were replaced 
by more modern ships and harbors. Some 
things (e.g., arrow heads, containers, and 
wedding gowns) will wear much longer 
than they are actually required but presum- 
ably this fact is taken into account when 
they are bought. The unexpected is the 
more serious economic problem. A savage 
spends time arranging his cave only to be 
driven out by an enemy before he can get 
the benefit. A boy trains as a glass blower 
and a bottle-making machine renders his 
skill valueless. A machine which was 
bought in the expectation that it would be 
useful for ten years, may have only scrap 
value at the end of five. 

The explanation may lie in equipment 
getting out of date or excess capacity may 
be emerging in the industry because of a 
shift of demand. Falling profit however 
may be due to the management personnel 
or policies. Machines or buildings may be 
somewhat out of date and yet not so far 
gone as to merit discard. They can be writ- 
ten down to a level commensurate with the 
results of operating them. But before this 
is done, one should be sure that the greater 
success of competitors is due to their ma- 
chines rather than their men. 

Who bears the loss? Skilled labor bears 
a lot. So may local taxes, real estate own- 
ers, and store keepers. The accountant’s 
task is to measure and minimize the cost to 
his employer. Economic principles require 
that as far as possible all costs should be 
charged against the revenue in respect to 
which they are incurred. The unexpected 
can not be provided for definitely but an 
attempt should be made to make an obsoles- 
cence charge at the time the risk is being 
run as distinct from dealing with the situa- 
tion as well as one can afterwards. 


Other Articles in ACCOUNTING  RE- 
VIEW 

Another article on depreciation by Ragnar 
Liljeblad discusses the subject from the 
point of view of the mathematics of the 
economic period of use and of the compari- 
son between different methods of comput- 
ing depreciation, with and without interest. 

The related subject of valuation in the 
balance sheets in Germany is discussed by 
E. Kosiol. The choice among various meth- 
ods (constant, decreasing, or increasing de- 
preciation) is optional under the German 
Commercial Code. 

Clarence B. Nickerson contributes an 
article describing the important features of 
the base-stock method of inventory valua- 
tion and what he believes to be the implica- 
tions and fundamental concepts involved. 
Also he explains an alternate procedure 
now in use, i.e., the stated reserve method. 
He believes that as a practical matter it is 
desirable now to devote attention to alter- 
natives of this sort which involve less 
drastic departures from traditional practice 
and yet provide the major advantages of the 
base-stock method. 

Harry D. Kerrigan has a 15-page article 
continuing his series on the accounting for 
stock dividends. He discusses the source of 
the dividend, the amount to be capitalized, 
par value, low stated values, effect on dis- 
tributor, and other interesting aspects of the 
subject. 

George R. Husband writes on ‘Account- 
ing Postulates; An Analysis of the Tenta- 
tive Statement of Accounting Principles.”’ 
This is a discussion of accounting philos- 
ophy, terminology, and methods on such 
subjects as costs and values on the balance 
sheet, measurement of income, and capital 
and surplus. 

Other subjects included are “Accounting 
and the S.E.C.,’”’ the accounting exchange, 
professional examinations, and book re- 
views. 


“Depreciation,” by Maurice R. Scharff, in 
EDISON BULLETIN 

The depreciation problem, the author be- 
lieves, will be settled in the next few years 
for a long time to come so far as public 
utilities are concerned. All new classifica- 
tions of accounts prescribed by federal and 
state authorities have recently been unani- 
mous for the first time in abandoning the 
attempt to prescribe either straight-line de- 
preciation accounting or retirement expense 
accounting and have instead required, ‘‘each 
utility shall record ... the estimated 
amount of depreciation accrued ... on 
depreciable electrical plant.” ‘Provision for 
depreciation, to have any meaning, can be 
made only out of earnings, and these, be- 
ing subject to regulation, it follows that 
corporate earnings cannot equitably be 
charged with depreciation on a basis totally 


unrelated to that used in determining the 
permitted rates’ which produce earnings.” 

It is therefore vital to utilities that the 
coming settlement of the problem be on a 
sound and reasonable basis. Mr. Scharff's 
opinion is that if the industry adheres to the 
claim that there is no such thing as de- 
preciation in a well maintained property, 
except the cost of restoring it to an efh- 
cient operating condition, and that retire- 
ment accounting with no balance in reserve 
adequately reflects the financial condi- 
tion of a corporation, the utilities will see 
straight-line depreciation firmly established 
by law. Still worse, if the industry adopts 
a stand-pat, obstructive attitude, corpora- 
tions are likely to be required to set up 
straight-line reserves out of surplus regard- 
less of the effect thereon. The author thinks 
nothing could be more unsound and that 
“Straight-line depreciation has been prop- 
erly held in the past to be statistically in- 
correct, economically unsound, hypothetical, 
confiscatory, and illegal.’’ Companies which 
have utilized retirement accounting under 
past regulations should have a reasonable 
opportunity over a period of years to adjust 
their reserves, by charges to operating ex- 
pense, to meet the requirements of the new 
policy and interpretation now in the course 
of establishment. 

Such opportunity, however, is likely to be 
lost unless a constructive substitute pro- 
gram is aggressively promoted by the in- 
dustry. The first step has been taken by 
recommending charges to expense sufficient 
to maintain reserves within reasonable stated 
upper and lower limits. The author favors 
determining the actual depreciation by in- 
spection and observation of condition, the 
extent of physical deterioration, obsoles- 
cence, inadequacy, change in use, and 
requirement of public authority and by con- 
tinuous study of the history of the prop- 
erty. Some proportion of the depreciation, 
he thinks, progresses proportionately to the 
passage of time, whereas a larger portion 
becomes effective when definite changes or 
new developments occur. Such a procedure 
will be a compromise between the straight- 
line and retirement methods of deprecia- 
tion, avoiding, in his opinion, the errors of 
each. 


THE NEW YORK CERTIFIED PUBLIC 
ACCOUNTANT, January, 1937. Published 
by New York State Society of Certified Pub- 
lic Accountants. 

Four principal articles are presented in 
this publication as follows: “The Revenue 
Act of 1936 and the Problems It Presents 
to Executives,” John T. Madden; “Pro- 
cedure in Tax Cases before the Board of 
Tax Appeals and the Courts,’’ Robert Ash; 
“The Practicable Application of Tax 
Principles,” Norman G. Chambers; ‘“The 
Corporate Surtax on Undistributed Profits 
Imposed by The Revenue Act of 1936,” 
Nicholas Salvatore. 
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Extensions for Filing Tax Returns 
(Continued from page 70) 
extension requested is not unreasonable, 
the membership of your Society will have 
no real difficulty. Permit me to suggest, 
however, that the Bureau feels that every 
effort should be made by your Society 
to avoid abuse of the privilege by any 
of its membership. In the circumstances, 
I do not feel that it is wise or necessary 
for the Bureau to undertake to modify 
the instructions under which the collec- 

tors will operate.” 


Type of Pension Plans 
(Continued from page 73) 

In 1937 alone the directors of such 
companies as Pacific Gas & Electric, 
National Lead, Long Island Lighting, 
Otis Elevator, Union Carbide, Ameri- 
can Metals, Vulcan Detinning, Cen- 
tral Hanover Bank and Safety Car 
Heating authorized the establishment 
of reserves for the retirement of old, 
long service employees. 

The action of these corporations 
follows similar accounting and finan- 
cial recognition in previous years by 
such well-known corporations as Amer- 
ican Can, Socony-Vacuum, Southern 
California Gas, Goodyear Tire & Rub- 
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ber of Canada, General Foods, Kansas 
City Power & Light, International 
Mercantile Marine, New York Stock 
Exchange, Chicago Daily News, Chase 
National Bank, and many others. 

Considering the precedent already 
established in industry it seems ap- 
propriate to suggest that accounting 
officers of many organizations should 
fully acquaint themselves with the cur- 
rent trends in pension practice and 
the details of modern retirement an- 
nuity programs. A number of life in- 
surance companies are glad to coop- 
erate in providing information on the 
subject. 


Rules for Compensation Benefits for Women 
Dismissed for Marrying 


The Massachusetts Unemployment Com- 
pensation Commission announced on Feb- 
ruary 13 that brides who are dismissed 
from their jobs because of company rules 
against the employment of married 
women are eligible to receive unemploy- 
ment compensation benefits if they meet 
other requirements of the law. 

Laurence P. Harrington, executive sec- 
retary of the Unemployment Compensa- 
tion Commission, announced that as a 
result of the decision brides who are 
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discharged from their jobs because of 
the marriage rule shall not be deemed 
to come within the section of the law 
which provides for a penalty of four ad- 
ditional weeks of waiting for a person 
who leaves his job without reasonable 
cause. 

Secretary Harrington pointed out that 
the brides, however, must be capable of 
and available for any suitable employ- 
ment which the Massachusetts State Em- 
ployment Service may find for them, in 
order to be eligible for unemployment 
compensation benefits. 


Chicago Committees 

Committees of the Chicago Control, ap- 
pointed by President Roy S. Holden, are: 

Auditing Committee, Allen U. Hunt, 
chairman; R. G. Paramore. 

Membership Committee, wor Wagner, 
chairman; E. A. Brion, Herbert Holt. 

Programs and Meetings Committee, J. 
A. Donaldson, chairman; Miller S. Adams, 
C. E. Jarchow. 

Technical Committee, Charles F. Scully, 
chairman; Deane S. Hazen, Earle E. Hesse. 


Services Available 


Accountant, 23, Bentley School graduate; 
five months with prominent New York 
C. P. A. firm; excellent reference; desires 
work in commercial accounting; acquainted 
with office routine; experienced typist; 
trained for Federal Security tax work; mod- 
erate salary. Address No. 200, “The Con- 


troller.” 
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Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


MEETINGS OF CONTROLS 


District of Columbia 

Mr. W. R. Little, of the Evening Star 
Newspaper Company, and a member of the 
Control, led a round table discussion on 
“Tax Reduction Through Automatic sfenit 
Rating for Unemployment and Old-Age 
Pension Funds,” at the regular meeting of 
the District of Columbia Control. Mr. Lit- 
tle has closely followed developments in 
Social Security legislation of all forms and 
was eminently fitted to conduct the dis- 
cussion, which was entertaining and infor- 
mative. The meeting was held on February 
22 at the Carlton Hotel. Despite the fact 
that the meeting fell on Washington's 
Birthday, the directors thought that it was 
desirable to keep to the regular meeting 
date, the fourth Tuesday in each month. 


Los Angeles 


In order to guide the Program Chair- 
man of the Los Angeles Control so that its 
meetings will be conducted in accordance 
with the wishes of the members, a question- 
naire was mailed with each notice of the 
February meeting. The questionnaire listed 
twenty questions with respect to the kinds 
of programs to be desired and was sub- 
mitted for consideration and vote at the 
regular monthly meeting of the Control, 
which was held on February 17, in the 
English Room of the Clark Hotel. 


Milwaukee 

A general meeting was held by the Mil- 
waukee Control on February 8 at the Uni- 
versity Club. Two guest speakers addressed 
the members, Mr. Harold H. Neff, director, 
Forms and Regulations Division, Securities 
and Exchange Commission, and Mr. W. 
McNeil Kennedy, Regional Administrator 
of Zone 4 of the Securities and Exchange 
Commission, with headquarters in Chicago. 
Zone 4 includes Minnesota, Wisconsin, 
Michigan, Iowa, Illinois, Indiana, Ohio, 
Missouri, and Kentucky. 

The subject was “Changes in Forms and 
Regulations of the Securities and Exchange 
Commission.”” Mr. Neff outlined the Com- 
mission’s plan and policies regarding sim- 
plification. The chairman and Program Com- 
mittee felt unusually fortunate in being 
able to present to the Milwaukee Control 
these two authorities on this important and 
expensive phase of corporation manage- 
ment. Copies of the new proposed forms and 
regulations required by the Securities and 
Exchange Commission were available at the 
meeting. 


New England 

“Some Approaches to Accounting for 
Costs of Distribution’ was the subject of 
the regular monthly meeting of the New 
England Control which was held on Febru- 
ary 15 at the University Club, Boston. The 
members were addressed by Mr. Philip 
Saunders, Jr., partner of the firm of Charles 
F. Rittenhouse and Company, who has 
made an intensive study of these problems 
in an important and complex industry. A 
discussion period followed Mr. Saunders’ 
address and members and their guests pre- 


sented questions on the particular problems 
of distribution costs in their own busi- 
nesses. 


Philadelphia 

Mr. Thomas W. Dinlocker, of S K F 
Industries, Inc., was the chairman of the 
monthly meeting of the Philadelphia Con- 
trol which was held on February 24 at 
Penn Athletic Club. Mr. Clinton W. 
Parker, assistant secretary of the Dime Sav- 
ings Bank of Brooklyn, N. Y., addressed 
the members on “Insurance Buying and Su- 
pervision—Profession or Job?” Mr. Parker 
is a director of Risk Research Institute, the 
national association of insurance buyers 
and self-insurers, and a member of the In- 
surance Committee of the National Asso- 
ciation of Mutual Savings Banks and of the 
Insurance Committee of the Savings Banks 
Association of New York. Mr. Parker’s un- 
usual knowledge of insurance placed him in 
a position to render valuable service in this 
presentation of the insurance question. The 
Control was especially honored to have as 
a guest at this meeting, Mr. John G. Goetz, 
president of the Risk Research Institute. 


Rochester 

A “free-for-all” discussion of the practi- 
cal aspects of insurance strictly from the 
buyer’s standpoint, designed to answer par- 
ticular queries and problems raised by the 
members and guests, took place at the 
regular monthly meeting of the Rochester 
Control on February 23 at the Rochester 
Club. The discussion leader was Mr. John 
N. Lambert, of Snider Packing Corporation 
and president of the Rochester Control. A 
general invitation to attend this meeting 
was extended to all controllers and finan- 
cial officers. 


St. Louis 

Mr. Franzy Eakin of the A. E. Staley 
Manufacturing Company, Decatur, Illinois, 
and a member of the local Control, was the 
speaker at the regular monthly meeting of 
the St. Louis Control which was held on 
February 22 at the Missouri Athletic Asso- 
ciation. Despite its being a holiday, the off- 
cers thought it would be just as well to 
hold the meeting on the scheduled date. 
Mr. Eakin’s address on “The Control of 
Expenses and Costs in Times of Recession” 
and the discussion which followed was 
most beneficial to every one present. 


San Francisco 

The regular monthly meeting of the San 
Francisco Control was held on February 
17 at the Olympic Club and consisted of a 
round table discussion on ‘Methods and 
Equipment Used in Keeping Social Security 
Records.’’ Each member had been requested 
to bring samples of the forms used by his 
company, so the exchange of information 
and ideas was of practical value to all. 


Twin. Cities 
A round table discussion on ‘‘Preserva- 
tion of Records” constituted the program of 
the regular monthly meeting of the Twin 
Cities Control which was held on February 
8 at the Minneapolis Athletic Club. 


Chicago 

Two subjects were considered at the 
round table discussion which was held by 
the Chicago Control at its meeting on 
February 15 at Fred Harvey’s Restaurant. 
The first subject was ‘Business Forecasts, 
Their Practical Value and How to Use 
Them.” The discussion leader was Mr. E. 
A. Brion, Chicago Rapid Transit Company, 
and a member of the Control. The second 
subject was “The Illinois Unemployment 
Insurance Laws and Corporate Reports 
Thereunder.”’ The discussion was led by 
Mr. Deane S. Hazen, Benjamin Electric 
Manufacturing Company and, also, a mem- 
ber of the Control. 

Mr. Henry C. Perry, president of The 
Controllers Institute of America, and Mr. 
Arthur R. Tucker, managing director of 
The Institute, were guests of the Control. 


Cincinnati 

At the regular meeting of the Cincinnati 
Control on February 8, at Hotel Alms, Mr. 
E. R. Mitchell, of The Cincinnati Gas and 
Electric Company, led a round table dis- 
cussion, and gave a constructive survey of 
the recent changes in the unemployment 
compensation law in the State of Kentucky, 
and covered the new angles pertaining to 
the Ohio unemployment compensation in- 
surance laws, as well as the contemplated 
changes in the Federal Forms SS-1, SS-2 and 
SS-2a, which will be replaced by Form 
SS-1a in the nature of a combined form. A 
further discussion was held on the subject 
of “The Financial Position of Our Coun- 
try at the Present Time,’’ with Messrs. Al- 
len, Quick and Smickler as leaders. This 
meeting proved to be one of the most inter- 
esting of the season. 


Cleveland 


The Cleveland Control met on February 
8 in the Terrace Room of Hotel Cleveland. 
No outside speaker was invited, since the 
meeting was for members only and was 
given over to the discussion of matters of 
importance to the Control. Announcement 
was made that seven applicants from the 
Cleveland territory had been elected to ac- 
tive membership at a recent meeting of the 
Executive Committee of The Institute. 


Bridgeport 

The Bridgeport Control held a dinner 
meeting at the Hotel Elton, Waterbury, 
Connecticut, on February 5 with a total at- 
tendance of fifteen. Mr. Meehan, senior 
claims examiner for the Division of Unem- 
ployment Compensation, addressed the 
group on ‘Unemployment Compensation as 
It Applies to Connecticut.” He covered this 
subject completely and in an interesting 
manner. His address was followed by a 
question period. At the business meeting of 
the Control it was decided to alternate the 
meeting place between Bridgeport and 
Waterbury, with one meeting in Meriden. 


Syracuse 
The first technical meeting of the re- 
cently formed Syracuse Control was held on 
February 21 at the University Club. The 
program consisted of a round table discus- 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 


sion by the members of “Distribution Costs.” 
The meeting was well attended and each 
member took active part in the discussion. 

The newly organized Syracuse Control 
held its first regular meeting January 27 
at the University Club, which was preceded 
by dinner. Chairman Lester W. Field, of 
the Nominating Committee, of which 
Messrs. Hubert L. Balme and D. K. Van 
Cleef were members, presented a report 
recommending the election of officers and 
directors as follows: 

President: GEORGE K. CHRISMER, Easy 

Washing Machine Corporation. 

First Vice President: Morris Tracy, Ni- 
agara Hudson Power Corporation. 
Second Vice President: LESTER W. FIELD, 

The Lamson Company, Inc. 

Secretary and Treasurer: FRANCIS E. Doo- 

NAN, Hall & McChesney, Inc. 
Directors: Huperr L. BALME, Oneida, 

Ltd.; D. K. VAN Creer, L. C. Smith & 

Corona Typewriter Company; JOHN A. 

WILLIAMS, Niagara Hudson Power Cor- 

poration. 

The report was unanimously approved 
and the officers and directors elected by 
the casting of a single ballot. 

The minutes of the meeting held De- 
cember 1, 1937, were approved and Presi- 
dent Chrismer announced that a charter 
had been issued for the Syracuse Control 
by the National Board of Directors. 

The third Monday of each month was 
chosen as the regular meeting date. Each 
meeting of members will be preceded by a 
meeting of the Board of Directors. Presi- 
dent Chrismer appointed an Admissions 
Committee as follows: JOHN R. TUTTLE, 
Crouse-Hinds Company, chairman; LESTER 
W. FieLtp, The Lamson Company, Inc.; 
D. K. VAN CLEEF, L. C. Smith & Corona 
Typewriter Company. 

A round table discussion of ‘Social Se- 
curity Problems’ followed, during which 
many interesting exchanges of ideas and 
experiences were brought forward. 


Detroit 

The monthly meeting of the Detroit 
Control was held at the Intercollegiate 
Alumni Club on February 9, with twenty 
in attendance. After a letter received from 
Senztor Vandenberg was read and discussed 
in detail, it was agreed that all members 
would answer it individually. This letter 
solicited the opinions of controllers with 
respect to the proposal to abolish the office 
of comptroller-general of the United States. 
A general discussion relating to forms re- 
quired by the federal and state governments 
in connection with the Social Security Act 
resulted in the appointment of a committee 
to submit recommendations for a standard- 
ized form. 





TIMELY FIGURES! 

Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. 48-hour accurate service. 

ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











Buffalo 
Mr. Frank E. Davis, of the National 

Gypsum Company, was elected president 

of the Buffalo Control at a meeting held 

February 1. Other officers nominated and 

elected at this meeting are: 

Vice President: G. H. Crawrorb, Dun- 
lop Tire & Rubber Corporation. 

Secretary: H. E. RiorpDAN, Colonial Radio 
Corporation. 

Treasurer: W. H. Watkins, Hewitt Rub- 
ber Corporation. 

Directors: A. A. Batts, Carborundum 
Corporation; L. C. VALuiEr, Buffalo 
Foundry & Machine Company; W. S. 
CorriE, National Gypsum Company. 


President Davis announced appointment 
of these committees: 

Program Committee: A. H. RUMBLE, Rem- 
ington Rand, Inc., chairman; ARTHUR 
Batts, Carborundum Corporation; G. H. 
CRAWFORD, Dunlop Tire & Rubber Cor- 
poration. 

Membership Committee: W. H. WatTKins, 
Hewitt Rubber Corporation, chairman; 
L. C. VALLIER, Buffalo Foundry & Ma- 
chine Company; W. L. CLark, Mer- 
chants Mutual Casualty Company. 

Auditing Committee: C. M. FLEMING, J. 
H. Williams & Company, chairman; G. 
H. HETLEY, Harrison Radiator Division, 
General Motors Corporation. 

The remainder of the session was de- 
voted to discussion of matters of current 
interest to the members. 


Personal Notes 


Mr. Maxwell C. Levine, who formerly 
was controller of the Enterprise & Cen- 
tury Undergarment Company, Inc., New 
York City, has removed to Honolulu and 
plans to make his permanent home there. 
He may be addressed at 2392 Koa Ave- 
une, Honolulu, T. H. He expects to make 
a business connection on the Island of 
Oahu, or on any of the other islands, in 
an accounting or administrative capacity. 
He will be glad to hear from members 
of The Controllers Institute of America, 
to whom he extends cordial greetings. 

Mr. John G. Quick, a director of the 
Cincinnati Control, who has been serving 
as controller of the Union Central Life 
Insurance Company, recently was pro- 
moted to the office of vice-president of 
his company. Mr. Carl De Buck, treas- 
urer of the Cincinnati Control, who had 
been serving as assistant controller of the 
Union Central Life Insurance Company, 
has been made controller. Mr. R. C. 
Johnson has been appointed assistant con- 
troller. 

Mr. P. A. Willoughby, controller of 
John David, Inc., a member of The Con- 
trollers Institute of America, has been 
named treasurer and a director of the 
company. This followed announcement of 
the purchase by several officers of the 
company of all outstanding stock from the 
estate of John David, founder of the com- 
pany, thirty-five years ago, who died No- 
vember 15, 1937. Mr. Willoughby has 
been with the company twelve years. 





Competent Accountant and 
Research Man 


desires to make new connection as first as- 
sistant to a controller, treasurer or chief 
executive. He holds degrees fom two major 
universities and is a New York C.P.A. He 
has had eleven years’ experience with out- 
standing firms. If you need an accountant 
and analyst who can handle internal or ex- 
ternal problems with their many ramifica- 
tions, this man merits your attention. Box 
225, “The Controller.” 





PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed ir. vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 


Rectigraph Division of 


THE HALOID COMPANY 
Rochester, N.Y. 


701 Haloid St., 
Branch Offices in Principal Cities 








Long Distance rales. STEP DOWN 


EVERY EVENING AND ALL DAY SUNDAY 





i. the evening, after the day’s duties are done 


e « on Sunday, when the week’s worries are over HERE’S HOW LITTLE IT COSTS TO TELEPHONE! 


. - . these are especially pleasant times to bring on maiaiiaai 
ON 


" ui ae BETWEEN THESE POINTS SUNDAY x 
far friends near and link scattered families by BALTIMORE, MD. . .. . PHILADELPHIA, PA. . . . $.35 
CHICAGO, ILL. .. . INDIANAPOLIS, IND. .. .45 
telephone. LANSING, MICH. . . WHEELING, W. VA. ... .60 

Long Distance rates step way down after seven BIRMINGHAM, ALA.. . . NEW ORLEANS, LA... . .70 
. P . ATLANTA, GA... . . KANSAS CITY, MO. . . . 1.20 
in the evening and all day Sunday. It takes little SEATTLE, WASH. . . DENVER, COLO. ... . . 1.80 
: a LOS ANGELES, CAL... . DES MOINES, IOWA. . . 2.50 
time and little money to talk to some one It would SALT LAKE CITY, UTAH WASHINGTON, D.C. . . 3.25 
take hours and dollars to visit. Go there BOSTON, MASS. ... . . SPOKANE, WASH. ... . 4.00 
* 3-minute station-to-station rates ... in effect from 7 P.M. 
and back by telephone. Call after $even to 4:30 A.M. every night and all day on Sunday. 


or on $unday—and $ave. 























Spud Srustes Oat 
Accounting 
Waste... 


Scene in the Accounts Receivable Department where Sundstrand 
Class A Accounting Machines provide speed, dependability and 
complete mechanical control over accuracy. 


HERE'S not much you can teach 

the Axton-FisherTobaccoCompany 
about making good cigarettes. And 
there’s mighty little, too, you can show 
them about cutting accounting costs. 
Let Treasurer C. Palmer Parker tell you 
in his own words about one of their 
latest short cuts to economy. 

“During October, 1936, we installed 
two Sundstrand Class A accounting ma- 
chines. 

“Each machine handles approxi- 
mately 3,500 customers’ accounts. 

“Prior to the installation of these ma- 
chines, all of our posting was done by 


hand. Under the present ar- 

rangement two employees 

do the work and at the close 

of business each day, the 
customers’ accounts are in agreement 
with the control account. This proce- 
dure is of material assistance to the 
Credit Department in analyzing and 
preparing statements.” 

No matter what your particular ac- 
counting problem may betheright solu- 
tion is sure to be found if you have your 
accounting staff get together with 
Underwood Elliott Fisher. Three com- 
plete lines of machines with a variety 


Underwoo 


ELLIOTT FISHER ACCOUNTING MACHINES 


COPYRIGHT 1938, UNDERWOOD ELLIOTT FISHER COMPANY 
This is the Sundstrand Class A Accounting Machine. Features: electric 


operation, automatic balances, direct subtraction, only ten figure keys, 
line proof and air-cushioned tabulation. 


of models in each enable Underwood 
Elliott Fisher to equip you for a com- 
plete accounting job... maintain your 
books in daily balance, keep up-to-the- 
minute facts constantly on tap and in 
general, giveyoua better, more econom- 
ical accounting job. Every Underwood 
Elliott Fisher Machine is backed by 
nation-wide, company-owned service 
facilities. 

Telephone our nearest Branch or 
write for full particulars today. 


Accounting Machine Division 

UNDERWOOD ELLIOTT FISHERCOM PANY 
iccounting Machines, Typewriters, Adding Machines, 

Carbon Paper, Ribbons and other Sufblies 
One Park Avenue, NewYork,N.Y. a 

Sales and Service Everywhere 

Underwood Elliott Fisher 

Speeds the World's Business 





alge for 


WITH | THESE 


Business executives interested in obtain- 
ing more business facts in less time 
should investigate International Busi- 
ness Machines and methods. Here are 
electric bookkeeping and accounting ma- 
chines which automatically provide com- 
plete printed reports from punched 
cards. 

Here are time recorders and electric 
time systems which assure correct pay- 
roll records and coordinate the work of 
all departments. 

Internationals also include all-electric 
writing machines which offer greater 
speed and more attractive correspond- 
ence, also counting and weighing devices 
which assure accuracy and guard against 
losses. 

The International Proof Machine for 
banks and the International Ticket- 
ograph likewise are in keeping with the 
trend of modernization in business 
methods. 

Executives making plans for improved 
business during the coming year will do 
well to include International Business 
Machines and methods in those plans. 


INTERNATIONAL BUSINESS} 
MACHINES CORPORATIOND 


World Headquarters Building ANS, Branch Offices in 


590 Madison Avenue =e 
New York, N. Y NMHINE® Principal Cities of the World 





Above: — 
International 
Ticketograph 


Above: 
International 
Electric Book- 
keeping and Ac- 
counting Machine 


At leit: — 
International 
Card Time Recorder 


Above: 
International 
Electric Writing 
Machine 


Above: | 
International Ac- 
counting Scale 


At left: 
International 
Proof Machine 
for Banks 





